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Committee on Interstate and Foreign Commerce, 

Tuesday, March '27, 1906. 
The Chairman. The subject for consideration this morning is H. R. 
16846, relating to bills of lading. 

STATEMENT OF WILLIAM IHOLE, OF BALTIMOBE. 

Mr. Townsend. Where is your home? 

Mr. Ingle. Baltimore. I am cashier of the Merchants' National 
Bank. 

Mr. TowNSEND. Is there an association of bankers interested in this 
bill? 

Mr. Ingle. Yes, sir. At the last annual convention of the Amer- 
ican Bankers' Association, held in this city in October I believe, there 
was adopted a resolution authorizing the president of that association 
to appoint a committee to confer with the shippers and carriers and 
these other parties interested in this matter witn the idea of perfecting 
a document which would be entirely acceptable to everyone. We 
attempted to frame the matter up and we appointed five gentlemen, 
four of whom are present this morning. 

Mr. TowNSEND. Who constitutes that committee? 

Mr. Ingle. The committee is headed by Mr. Lewis E. Ferry, 
president of the National Exchange Bank, and the members are 
William Livingston, president of the Dime Savings Bank of Detroit, 
and, incidentally, president of the Lake Carriers' Association, one of 
the largest grain carriers in the country, I believe; F. O. Wetmore, of 
the National Bank of Chicago, which bank, I assume, handles more 

Saper of this character than any other bank in the United States; 
ames Lewis, cashier of the National Bank of Commerce, of St. Louis, 
which, in its particular section, dominates the banking interests, I 
imagine; and myself. My bank handles this class of paper for grain 
and cotton, mostly from the South. 

Mr. TowNSEND. State as briefly as you can what you wish to about 
this legislation. 

Mr. Burke. You have stated that you drafted a bill that was satis- 
factory to all interests concerned. What do you mean by that? 

Mr. Ingle. That I had drafted a bill which was satisfactory; no, 
sir. I said that committee was appointed for the purpose of consult- 
ing with these various interests of the bankers, carriers, and shippers 
so that these three interests, including ours, could get together and 

Serfect some sort of legislation or agreement which would satisfy the 
emands of the situation. 
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Mr. BuKKE. The object of my que-stion was, knowing but little 
about this j)roposition, to ascertain whether you were speaking from 
the standpoint of the bankers or whether there was an understanding 
between the shippers, the carriers, and the bankers upon which they 
could agree. 

Mr. Ingle. It was hardly to determine with reference to the 
respective interests, because they are all commingled. Their interests 
are identical with the interests of the shipper, because the moment 
the security is questioned, that moment the bank nmst stop accepting 
those papers as collateral, and at that moment the shippers are practic- 
ally driven out of business, all excepting the monopolist or those 
having capital enough to take care or the business independently of 
the shippers. 

Mr. KiGiiARDsoN. Is there any association of carriers aiding in this 
legislation who are here to be heard? 

Mr. Ingle. It is an effort at this juncture to reach a determination 
if possible. After our committee was appointed we had knowledge 
that there was to be held, in Lakewood, N. J., a conference between 
two committees, one on the part of the carriers and one on the part of 
the shippei's. We went to tnat committee and found that it was work- 
ing unaer a very excellent rule from its own point of view. They 
had mutually agreed among themselves that no other parties should 
be admitted to the conference until they had thrashed it out, and we 
had restricted our discussion entirely to two points covered by the 
present bill of lading. At first the carriers and shippers were unable 
to agree and it looked hopeless. We thought that probably they 
would not get together at all. 

We afterwards had a conference in New York with the uniform bill 
of lading carriers who have charge of all matters relating to bills of 
lading in what is known as the official classification territory, bein^ the 
territorj^ north of the Potomac and Ohio rivers and east of the Missis- 
sippi River. It dominates the railroad interests of the country. We 
found the gentlemen very polite and pleasant, and they gave us assur- 
ances of a certain character, but when we talked the matter over we 
found that if every point was conceded and thev had been in a position 
to bind their principals it would not have the legal effect of an agree- 
ment, certainlv as to very important matters which the courts have 
determined, ^he courts could not determine a paper was a certain 
thing when the paper itself said it was not. 

The great difficulty lies in the fact that we have forty-five States 
where a certain number of laws have been passed, but only a few have 
laws on that subject. Those are each of a different character. Out- 
side of eight or ten States there is no legislation on the subject, so that 
these papers are subject to the operation of common law onh% and the 
common law is interpreted in msLuy wavs, so that the holders of these 
papers have not the faintest idea of what they have. They must be 
familiar with the laws of the several States, but not with the character 
of the collateral they have taken. 

Bills of lading at present issued, so far as I am informed, are pre- 

1)ared entirely by the carriers. Probably that led up to the bills of 
ading. I might state what a bill of lading is. Primaril}^ a bill of 
lading is simply a transportation company's receipt for merchandise 
to be transported. Up to probably twenty-five years ago we never 
had any such thing. Rarely was any receipt given but the ordinary 
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plain receipt of such transportation company which was of no partic- 
ular value except as evidence a^inst the carrier that the gooas had 
been given to it for transportation. As the country developed it 
became necessary to use more monej" to handle the commerce of the 
country, and the device was adopted of making use of what is known 
as the order bill of lading, in which the carriers themselves undertake 
to say that the goods named in this bill of lading. will be held and 
delivered only to the order of the person to whom the papers were 
drawn, or on his indorsement, exactly as a check or any otner evidence 
of debt. Those papers constitute what are known as the order bill of 
lading. It is a mere transportation receipt for merchandise which the 
carrier agrees to retain in nis possession until the paper is delivered. 

I think probably twenty-five years ago or a little less, most of these 
papers that found their way into the banks were papers which did not 
bear the words "not negotiable." 

Mr. Adamson. What is the difficulty with this last one? Is not 
that one all right by which they undertake to hold the property sub- 
ject to order? 

Mr. Ingle. Yes; that is what they agree to do. I am now getting 
a little on legal grounds, but I will state mj^ personal impression. 1 
believe that the railroad has not the faintest idea of stealing the goods 
and they would probably deliver in nine hundred and ninety-nine cases 
out of a thousand. That was the moving cause for our effort in ask- 
ing Congress to enact some law which would make this paper negoti- 
able until canceled. The company as the holder would carry the goods 
to destination. They might omit to take that paper up at its destina- 
tion, as they engage to do. Now, the man who owns the paper and 
who received the goods possiblv fails to turn that into the transporta- 
tion company after he received, the goods, but takes it to the bank. 
The bank sees the contract of the transportation company and the bank 
handles that paper. 

Mr. Adamson. The bank can put that man in jail? 

Mr. Ingle. Yes; but that does not pay the $100,000 that the bank 
may have loaned on that paper. 

Mr. Adamson, You have got to take chances with rascals. 

Mr. Ingle. We are perfectly willing to do that, but we submit that 
the railroads ought not to be p)ermitted to issue papers of that kind 
unless the paper can do what it says it will do, and that is that they 
must engage not to deliver the goods without receiving the paper. 

Mr. Adamson. When they do not do what they promise, can not 
you recover upon it? 

Mr. Ingle. No; they claim that they have delivered the gopds 
named to its destination; that they have fulfilled their part of the 
contract. 

Mr. TowNSEND. It is violation of the contracts 

Mr. Ingle. It is a violation of the contract, if you choose, but the 
bank taking that paper received it only subject to the equities of the 
man giving it. If he had received the goods and the contract was not 
taken up it is of no avail. 

Primarily the railroad company permitting that permits a violation 
of an express contract. I suppose that we have sent thousands of letters 
around to different parts of tne country, and I hope that you gentle- 
men may have heard from some of them. We have answers which 
have been received from thousands of them in return. 
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This business is the business of the country as a whole. It is iarffely 
on the cotton crop of the South and the grain and hay of the Middle 
West, and the flour of Minnesota, and the fruit of California. You will 
see that we have left out quite a large, territory where the use of the 
bill of ladingjs not wide. 

Mr. Gainks. Would not a great many inconveniences result from 
requiring goods to be delivered only on presentation of the bill of 
lad.ing? A great many shippers would not have the bill with them. 

Mr. Ingle. If you had a check and came to me and said, "Old fel- 
low, I have a check for $500, but I have left it at home and I wish 
you would cash this and I will bring in the check;" that would not be 
good business. This matter is provided for in the carriers' regulations. 
All of their regulations provide that in casfe of erasure the notation 
should mean that it was not negotiable. All we ask is that the carriers 
shall be obliged to live up to their contract. We think that the rail- 
road when it receives a carload of wheat should engage not to deliver 
that until this particular paper is surrendered. 

Mr. Adamson. Is that the agreement in that paper? 

Mr. Ingle. It is not only on the back of the paper but is printed 
separately on the face^ 

Mr. Adamson. You say that the court has held that you can not 
collect that of the railroad. 

Mr. Ingle. Yes; it has been so held. 

Mr. Mann. Is it not true that it is like a past-due negotiable paper? 

Mr. Ingle. It is subject to the equities. 

Mr. Adamson. Is it not like a paper which is not due but that may be 
negotiable, after the manner of a private instrument between parties? 

Mr. Ingle. No, sir. 

Mr. Adamson. Is it not like the case where the party holds a paper 
not due but is transferable afterwards ? 

Mr. Ingle. This paper is not like a promissory note. 

The Chairman. The chair would like to suggest that the gentleman 
be permitted to proceed with his statement. After that inquiries can 
be made, as it disturbs the arrangements of his remarks and diverts 
him from the objects to which he wishes to address himself. 

Mr. TowNSEND. Thej^ have an attorney who will discuss these legal 
points. . 

Mr. Ingle. I am not competent to go into the legal phase of the 
matter. I have a practical knowledge of the efl^ect. 1 have stated 
what an actual bill of lading is. Scattered all over the western country 
are small grain elevators holding 5,000 bushels and upward. Farmers 
haul their wheat into these elevators and deliver it for cash. The ele- 
vator man has a certain capital. When his elevator is full his capital 
is exhausted. He has either to get rid of his grain or stop buying 
from the farmer. He gets cars to come up and he loads the gi-ain into 
the railroad cars. He gets from the railroad company an order bill 
of lading. That bill of lading he takes to his local bank and the bank, 
on the faith of that instrument, cashes the draft. He has then an 
empty elevator and $.5,000 with which to buy more grain. The draft 
is in possession of the bank and that bank sends that bill of lading with 
the dmft attached for the value of the wheat or the corn to its destina- 
tion in Chicago or New York. The consignee pa3's that draft to the 
bank. 
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Many of these people who buy grain have only a small capital on 
which to conduct their business. They send away perhaps 20,000 
bushels of wheat with the draft attached. It may be that such a man 
has no more than $10,000 in his business. He will take that order bill 
of lading and borrow money on it to do more business, so that at 
every step of this proceeding those papers represent value. These 
papers are all held by the bank until the exporter is ready to send his 
grain across the water or has sent it across. He then comes, perhaps 
overnight, turns that in and gets money in the shape of a foreign bill 
of exchange. He does that the next day or at once. That is the fun c- 
tion of a bill of lading. 

If you do anything to restrict the usefulness of that instrument you 
gentlemen can readilv see that it would be a serious hardship placed 
on the commerce of the country. While this matter is being dis- 
cussed, although we know perfectly well the character of these papers, 
vet we know that the papers are not what they say they are. As 
bankers we have determined that we will help this matter to be worked 
out. The bankers of the country annuall}' advance on securities sup- 
posed to be good the sum of $2,500,000,000. We lend per annum 
this amount on these papers. If you do anything to disturb that you 
can see what happens, i ou have here specimens of blanks. You are 
possibly familiar with the ordinary bill of lading. 

Mr. Adamson. What is the diflFerence between a straight bill of lad- 
ing and an order bill (rf lading? 

^Ir. Ingle. The straight bill of lading is principally a plain carrier's 
receipt, such as was originally made use of bacK before we had an 
order bill of lading, just such 9. receipt as you give when you take a 
package to the express office. You do not get a demand to 'surrender 
that receipt. 

Some two or three State legislatures have endeavored to make these 
papers mean what they say they mean, and have passed statutes which 
recite that any receipt given by any carrier for merchandise to be 
delivered shall be a negotiable paper unless it be stated specially that 
it is nonnegotiable and be so stamped. As a result of that they have 
gotten over that difficulty by stamping them all nonnegotiable. That 
nullifies the law. It was the purpose of the statute to make the paper 
good, whereas now it is not good when it is stamped nonnegotiable. 

That is one suggestion. Further than that, up until .eighteen 
months ago, we rarely saw a bill of lading. It was not signed by 
anybodv except the agent of the carrier or some one representing 
him. then this uniform bill of lading was provided. It is nominally 
held in abeyance. These regulations are prohibitive, and I think are 
arranged for two sets of rates. The shipper will sign a certain con- 
tract, and on the bottom of that paper the bill of lading makes that 
paper a contract enforcible only according to what is in it. 

Mr. Bartlett. Thatisdueto the fact that the shipper gets a reduced 
rate for doing that. 

Mr. Ingle. No, sir; he gets the same rate as he always paid. If he 
wants to get the paper free from that contract he is fined 20 per cent 
of- the rates he has always paid — not 1 per cent, which would cover 
the risk, but 20 per cent, which is prohibitive. Those are the regula- 
tions. The shipper who waives his common law right pays a fine of 
20 per cent for getting the paper subject to common-law interpretation. 
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Mr. Bartlett. The ordinary common-law statute, in a number of 
States — notably my own State of (Georgia — provides a waiver, and 
that waiver is vital to the railroad interests because it is against public 
policy. Unless in pursuance of that waiver the shipper gets some 
benetit he would not otherwise be benefited by the waiver. 

Mr. Inole. Technically he would not get the benefit of this 20 per 
cent. Only 12 States in the Union have laws on the subject. I have 
referred to the nonnegotiable feature and the contract feature. Those 
are vital and objectionable to the holder. We have no selfish purpose. 
Every holder of these papers is in exactl v the same position. Further- 
more, many of these papers are altered in material particulars, espe- 
cially as to dates. Many of them arc prepared by the shippers them- 
selves and taken to the carrier. He mav begin sending on a shipment 
one dav and does not get it down until the next day. He takes the 
old bill, and the carrier makes an "8" out of a ''7," and that will go. 
But he will keep on making it 1805 without altering the year of those 
other altered bills. Every such alteration of these bills voids that 
instrument. We can not go into court with it. The clause on the 
back is supposed to cover that. It says that any alteration or erasure 
that shall be made shall be void. The railroad company tells us in a 
pleasant way that it means exactly what it says, but any alteration of 
that paper affects that and throws it back and makes it enf orcible only 
in such terms. W"e can not go into court with it because the railroad 
attorney is there, and he will say that this is an altered bill and that 
we have no standing in court. 

That is the trouble. Certainly we think that 20 per cent of these 
papers we receive are altered bills. There is another difliculty in the 
way. 

I have referred to the straight consignment of bills or shippers* 
receipts. 

These papers are carelessly drawn — drawn by everybody, and 
those are Known as straight bills. The railroad has no responsibility 
whatever. This man takes this straight consignment bill, and all that 
is necessary to do is to take a pen and write "order of" before the 
name of the consignee, and to all intents and purposes, in the hands 
of a third party, that is a bona fide order bill of lading. So that we 
think if the railroad company be permitted to issue these papers to be 
negotiabje at all, that they should be so beyond doubt as far as possi- 
ble. We think that the words "order of' should be printed m. I 
think that is a reasonable suggestion, and I do not think that they 
have any serious objection to doing that. That is the thing that 
forces itself to the front when we Begin discussing this subject. I 
have here bills which have been altered in both particulars. It is one 
of the difficulties to be overcome. They are alterations, erasures, and 
changes from the straight shipments to order shipments. 1 nave 
at present three bills. We do not question them. They may be 
paid, and they may not be. Mayl)e the fellow has gone wrong 
and the only satisfaction that we will get will be in Jiendin^ him to 

i'ail. I have seen thousands of altered bills, but I do not believe that 
[ have ever seen an alteration that has been noted. W^e have two 
bills. They are not negotiable. That is done by scratching out the 
word "not," which makes them all right. I do not know who 
scratched out that word^ but I have no doubt that it was done before 
issuance. 
Mr. Adamson. Do you not get that man's oath? 
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Mr. Ingle. An oath does not make it any better when a man 
"wants to rob you. 

Mr. Richardson. You stated in nine hundred and ninety-nine 
cases out of a thousand the railroad delivers the property. 

Mr. iNGfLE. Yes; it delivers the property, but m tne one- thousandth 
case we lose the money. 

Mr. Bartlett. The purpose of this bill is to make these negotiable. 
Suppose somebody brought you a promissory note with some sort of 
a d[isfiguration on its face. Would you take it? 

Mr. Ingle. Not unless I knew the maker and could enforce it 
against the maker. The instrument is against the maker. 

Mr. Bartlett. Do you believe that you would take more chances 
than on a promissory note? 

Mr. Ingle. If the banks of the United States as a whole were to 
decline to accept these papers, this business would have to take care 
of itself. 

Mr. Adamson. Can you tell whether this was made by the agent or 
whether by the other fellow ? 

Mr. Ingle, We have no objection to taking the ordinary business 
chances. 

Mr. TowNSEND. Does the agent make a notation where he makes a 
change? 

Mr. Ingle. If he is an agent, he makes a notation, but if that paper 
is accepted and the notation is not made, we are the victims. What I 
would submit is this: That when these corporations issue papers of that 
sort they should be in such form that they would be negotiable. 

Mr. TowNSEND. Alterations should be signed? 

Mr. Ingle. Yes, sir. 

Mr. Richardson. Has your bank ever suffered in any way ? 

Mr. Ingle. Yes, sir; to the extent of $84,000. 

Mr. Adamson. Suppose the railroad has delivered the goods? 

Mr. Ingle. That gives rise to all these figures of a differing charac- 
ter. Each transaction has its own particular weakness — some as to 
alterations and some 

Mr. Adamson. And do you say that the reason you lost in these cases 
was that the bills were assigned to you after the goods had been deliv- 
ered? 

Mr. Ingle. Yes, sir; and the bills not having been taken up as they 
should have been. Every bank relies upon that absolute promise. 

Mr. Adamson. Has your association or committee considered the 
subject as to whether or not you should force any American citizen or 
any parties in the United States to make contracts against their will? 

Mr. Ingle. I should think you have police duty, gentlemen, in the 
United States, and if a person enters into any contract which they will 
not live up to you have a right to punish them. 

Mr. Sherman. Would it not meet the case better for the banking 
association to prepare the public, notifying the public that they would 
not accept papers drawn except in a certam way ? 

Mr. Ingle. But what would be the effect of that, of our shutting 
down on this thing? You must not think that we are entirely selfish 
in this matter. 

Mr. Sherman. You are not asking Congress to compel the making 
of any kind of a contract, but merely to compel them to live up to the 
contracts that the}'' make? 

Mr. Ingle. Yes, sir; to live up to the contracts that they make. 
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Mr. Adamson, I have asked these questions on this bill that we are 
talking about, which is right here [indicating H. R. 15846]. 

Mr. Sherman. You want them to live up to their contracts that 
they do make ? 

Mr. Ingle. That is right, and because we do not want them to take 
advantage of the fact that under this law they would be able to evade 
all these liabilities. 

Mr. Richardson. How do you explain the fact that he is not liable 
in these matters? If a man violates a contract, he is responsible in an 
ordinary suit in all the affairs of life. 

Mr. Ingle. But the diflSculty is that in this case you think that you 
have a contract and 

Mr. Richardson. You must look out for yourself as everybody else. 
Everyone else has to look out for himself in these matters. 

Mr. Ingle. We are not selfish in this matter at all. It is ver}- easy 
for the banks to decline to accept these papers. If the banks should 
refuse to accept these things as coUatemlytney could have no difficulty 
with them. 

Mr. Adamson. It seems to me that you should be required to look 
out and see that you do not take these things if they are bad. Gen • 
erations and nations have lived according to that rule since the 
beginning of time. 

Mr. Ingle. 1 beg your pardon. 

Mr. Adamson. I say that a man taking any paper should look out 
and know what he is getting. 

Mr. Bartlett. You say that your bank lost $84,000 by reason of a 
transaction of this sort. How recently had those bills of lading been 
issued in that case when you loaned the money if 

Mr. Ingle. I think th^y were raised; the' dates were modernized 
from six months to a year. I do not think any of the bills were more 
than a year old. 

Mr. Bartlett. The bills of lading were a 3^ear old when you loaned 
the money on them ? 

Mr. Inglr. Yes, sir; butjiow did we know it? 

Mr. Townseni). You had no means of telling? 

Mr. Ingle. Absolutely none. If you do not think that the people 
that you are dealing with are pretty good people anyhow, you might 
perhaps get the idea of inouiring and examining minutely, but as a 
matter of fact ever3'body takes these things. 

Mr. Bartlett. Is not this a fact— I know it is so in the part of the 
country that I live in. Take a commission merchant in my town; a 
commission broker ships a carload of corn or meat in Chicago. All 
those things are all cash, generally. He directs the merchant in 
Chicago to ship a carload of meat or corn, or whatever he orders, to 
A B, and to attach a draft to the bill of lading and notify the pur- 
chaser — the consignee. That matter, that bill of lading with the draft 
attached, comes faster than the carload of merchandise, or whatever it 
is. It gets to the bank, and the man who orders it pays the draft and 
gets the bill of lading, and the railroad delivers it to the consignee 
upon the presentation of the bill of lading. I know that is the uniform 
practice in my part of the country. 

Mr. Ingle." That is right. But suppose for any reason the goods 
are delivered without the surrender of the bill of lading. Suppose 
that the agent of the railroad is a pretty good fellow, and the consignee 
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is a good fellow, and they know each other pretty well, and the man 
that is getting the consignment comes in and he says: ^^John, look 
here, I have got this bill of lading, but I declare I forgot to put it in my 
pocket when I came over here. I wish you would let me have this 
carload of goods, and I will send you the bill of lading." That hap- 
pens thousands and thousands of times. 

Mr. Bartlett. It happened in mv town, and the freight agent who 
delivered the freight witnout the bill of lading, his securities had to 

riy for the loss, and they did it. I know the man, as clever a man as 
ever saw, was caught in that way, and he not onl}'^ paid the loss of 
his bondsmen, but he lost his job. 

Mr. Mann. How long do you think an outstanding bill of lading 
ought to be negotiable after the goods are delivered, one year or ten 
years? 

Mr. Ingle. That is a question that is moot just at the moment. I 
think, theoretically, there ought never to be anything like a spent 
bill of lading any more than there ought to be a spent certificate of 
deposit. If you come into my bank and get a certificate of deposit 
for a thousand dollars, that should be good until it is canceled, if it is 
fifty years. That is the way that our bank does 

Mr. Mann. You do not think that those cases are analogous, that of 
a bank that puts the money in a vault and lends it out 

Mr. Ingle. I said that the question is to-day moot. If the ^oods 
come it may be necessary in the case of a loss of the mail, or if for 
any reason the bill of lading is lost, to deliver without the bill. Mind 
you, that is the odd case that happens; that is only the odd case. 
These bills come in in a very nice, comfortable waj^ sls a rule. But if 
a man is not able to present his bill of lading, then the carrier will 
take a bond of indemnity just as any one else does to protect them- 
selves against the operation of any law which they are technically 
breaking. I think, in view of the fact that these gentlemen are not 
operating within four walls and have not direct control all the time 
of all of this propertv, that it is altogether fair that there should be 
some limitations of tne operation of this law for the particular reason 
that they get their bonasmen to give the bonds of indemnity, and 
you can never tell when their sureties may die or apy thing might hap- 
pen touching their security, so that we think that the term during 
which those bills should be alive ought to be as long as possible. 

Mr. Mann. How long? 

Mr. Ingle. I think three years at least, to cover the ordinary statute 
limitations in most of the States. 

Mr. Adamson. Ought it to bean}^ longer than you could reasonably 
require the railroad to hold and store the goods ? 

Mr. Ingle. We have bills of lading at this moment two or three 
yeara old, shipments from around the Mississippi Valley. We know 
that if that man will put his goods on a car it will take four or five 
or six days in the ordinary course of traffic to bring those goods from 
Omaha to New York. We do not care how long it is, so long as we 
have an inviolable contract of a railroad. There are two or three 
months in the winter time when the lakes are frozen, and we have had 
those bills four or five months old, alid as good as they were the dav 
they were written; so that you can not determine the life of a bill 
from its date, particularly when the date is altered. 

Mr. Ajdamson. Do not the railroads stipulate how long they shal 
hold those goods? 
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Mr. Inole. Yes, sir; but those railroads, if they are dealing with a 
pretty good customer, are not particular about enforcing that. If 
they are dealing with a pretty good customer, those cars go to their 
destination, and they do not press that customer to take off his goods 
within a day or a week or a month. They are willing to let him have 
free storage. 

Mr. Adamsgn. Of course some things are le^ss perishable than others, 
and they have their demurrage charge which they will enforce in cer- 
tain instances. 

Mr. Ingle. Yes; but in a broad way they are not compelled to 
enforce that. We have nothing to do with the police regulations. 
We ask that these papers be made negotiable, as they tell us they 
intend. We ask that we be given the papers on a form on which the 
words "order of" shall be printed, so as to lessen the opportunities 
for their misuse. We ask that any alteration of these bills be inef- 
fective as against their operation in accordance with their original 
terms. That is exacth^ what they tell us this clause of their own means. 
They are perfectly willing that, that be enforceable according to its 
oriffinal tenor. 

The only other thing that I have not touched upon, one very impor- 
tant point, is this: Under the interaretation of some of the courts, and 
indeed under the laws of some of the States, any holder subsequent to 
the party to whom the bill is issued becomes a warrantor for the quan- 
tity and (quality of the goods in that bill of lading. I can understand 
how originally that is so, but, as a matter of fact, in practice, it was an 
entirely new situation. It was apparently never thought of when the 
Harter Act was enacted. But, as a matter of fact, now any subse- 
quent holder of that paper becomes a guarantor and warrantor of the 
character and Quality of the goods mentioned in that bill of lading; so 
that if a man down in Alabama ships a hundred bales of cotton to a 
man in Boston, and attaches that to a draft, the bank down there does 
not bother upon those things. It is a bill of lading for a hundred bales 
of cotton, buppose it turns out when that cotton gets to Boston that 
it is cotton waste. Now the Boston man has not recourse against the 
man he is dealing with. The only purpose in attaching that bill is to 
carry the title in the goods. The man has paid for it, but after it is 
opened it is found to be cotton waste instead of cotton. What happens ? 
Tne fellow in Boston comes back, and the bank has to pay, unless we 
have to take the trouble of opening all those papers and distinctly waiv- 
ing all that responsibility. 

Mr. Adamsox. You say the first bank in Alabama did not bother 
to examine that cotton? 

Mr. Ingle. They did not go down and specifically examine it. They 
had a bill of lading for 100 bales of cotton. Thev are relying on that. 
Everybody is straight until they run off the track at one time. They 
deal with this man for months and years, and all of a sudden he thinks, 
''They are pretty well acquainted with me and they think pretty well 
of me, and it is time to make a ten-strike, boys." 

Mr. Adamsgn. That could not possibly happen in Alabama. 

Mr. Ingle. Of course I know that it could not. I selected Alabama 
for that reason, because it could not possibly happen there. 

Mr. Adamsgn. It is known througnout the world that it never did. 

Mr. Ingle. The onlv thing in this bill that we ask for, and which 
we are not told that tne railroad people intend to give us ,bv their 
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present papers — the only single thing we ask for which they tell us 
they do not intend to furnish now — is the making of the carriers 
responsible for the acts of their agents. You understand. 

A railroad agent out West, or anywhere in the world, let us suppose, 
is in collusion with any third party. Or it may be without collu- 
sion, if you choose. That man on his own responsibility simply issues 
an order bill of lading, the goods not having been delivered — there 
never having been any such goods. That bill is hypothecated with 
the bank. The courts m some States have held that this agent exceeded 
his authority. Other States have had to cover it by a Taw. All the 
laws are different, you understand. Of course the agent did exceed 
his authority, but how is the holder of any of these papers to judge? 
These papers are issued by the thousand. 

If I may revert to my original comparison, if you come in and ask 
me for a certificate of aeposit for $500, and I choose to give you that 
certificate of deposit, you can keep that certificate. My bank is obliged 
to pay that certificate of deposit when it comes in, in anybody's hands 
but yours. We have that responsibility for it. But the carriers sslj 
they will not have that. How is any one in the world to know that 
any single one of those papers is issued by authority. 

Mr. Russell. Suppose some particular consignor takes goods of 
great value to a carrier, we will say silk, and represents it to be silk, 
and it is boxed up and delivered to the carrier, and the carrier issues 
a bill of lading; then it turns out that it is not silk, but goods of a 
very inferior quality. Is the purpose of this bill to make the carrier 
responsible in that case? 

Mr. Ingle. No, sir; we have made an amendment to it which will 
come out in regular oi'der covering that situation. 

Mr. Mann, i ou gave an instance a while ago of cotton coming 
from Birmingham to Boston, where it mi^ht be discovered to be cotton 
waste. Do you propose, if that untrue bill of lading is issued for that 
at Birmingham as cotton, that it is the duty of the railroad to open 
all that cotton and see whether it is cotton or cotton waste? 

Mr. Inole. No, sir; all we want to do in making this waiver is that 
in view of any misrepresentation of any shipment from Birmingham 
to Boston, that it is primarily and ultimatelv a matter entirely between 
the shipper and the consignee. You see what I mean. 

Mr. Mann. No, sir; I do not see what you mean. 

Mr. Ingle. If this shipment of cotton turns out to be cotton waste, 
it is not a matter in whicn the railroad or the banks have any interest 
at all. It is a matter which must be determined between the man in 
Boston and the man in Birmingham without bringing the banks in 
at all. 

Mr. Mann. How can it be? The banks are in. 

Mr. Ingle. No, sir; not at all. 

Mr. Mann. The banks are out the money; that brings them in. 

Mr. Ingle. No, sir; we have collected our money for it. The Bos- 
ton man has paid for that thing on the theory that it is cotton. He is 
in the hands of his own customer down in Birmingham. 

Mr. Mann. Yes; but in order to get the money he has borrowed 
money in a Boston bank on that bill of lading. 

Mr. Ingle. But he may have responsibilit}'^; he may be responsible 
outside of his own cotton. 

Mr. Mann. He may or may not have. 
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Mr. Inole. If he does not have, that is a business risk that we take. 
But we do not want to warrant the quantity and quality of these 

foods. The effect is to relieve us of the annoyance and trouble of 
aving to open these papers and go through with a stamp and care- 
fullv and particularly waive responsibility. 

Mr. Mann. You want a provision that the man who negotiates a 
bill of lading shall not warrant the quantity and the quality of the 
goods? 

Mr. Ingle. No, sir. 

Mr. Mann. That no intermediary shall? 

Mr. Ingle. That no intermediary shall. No intermediary is sup- 
posed to know anything about the quantity or quality of. the good!s. 
If they can not collect their money out of the customer, that is a busi- 
ness risk. 

Mr. Mann. What 3^ou want is a provision exempting you from the 
present liability which the law lavs on you. 

Mr. IxGLE. As warrantor. 

Mr. Richardson. Do you not know that in the case of bales of 
cotton we have that cotton in bonded warehouses, and those bonded 
warehousemen certify to all that? 

Mr, Ingle. No, sir. 

Mr. Richardson. There is such an officer, and he has a bonded 
warehouse, and he gives the certificate of what the cotton weighed. 

Mr. Ingle. But those do not accompany the bill of lading. 

Mr. RiciiAjtDSON. But it is a statement to the banker. 

Mr. Ingle. No, sir; we have never seen such a thing, except inci- 
dentallv. 

Mr. kiCHARDSON. It is a common thing, and the banker then has 
the bill of lading which goes on to Boston. 

Mr. Ingle. The way 1 understand it is handled is this: A man in 
some place down in North Carolina will make a shipment of cotton. 
He will ship that cotton to Boston via a compress at Atlanta, or Char- 
lotte, if you choose. Now, here is the original Southern Railway bill 
of lading for a hundred bales of cotton. It goes alon^ and gets in 
this compress. The original bill of lading is the only evidence of that 
property outstanding. That cotton is compressed and again goes for- 
ward — not the identical cotton, but cotton of the same grade goes 
forward — and is delivered in fulfillment of that original billof lading. 

I did not mean to monopolize all this time. I hope that I have not 
wearied you gentlemen. 

Mr. Richardson. Do you not think a banker should have some 
responsibility; that when he goes to attach a bill of lading, or draft 
to it, that he would find some wa}^ of finding from the cotton ware- 
house how manj" bales are there and how much they weigh? 

Mr. Ingle. You know, as a matter of fact, as to cotton the market- 
able bale is 600 pounds of cotton. The grades of that cotton are 
matters fairly well understood at the starting place, at least. I only 
referred to cotton because it was a staple. 

Mr. Richardson. And a very important one. 

Mr. Ingle. And a very important one. 

Mr. Burke. Do you think it is a fair comparison to compare a bill of 
lading which may be issued by the agent of a railroad company at any 
station with a certificate of deposit issued by a bank? 
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Mr. Stevens. In other words, do you allow any bookkeeper to issue 
certificates of deposit? 

Mr. Inole. Not to sign them. 

Mr. Stevens. It must be an executive officer? 

Mr. Inole. Yes, sir; and the agent is under their provisions an 
authorized officer to issue bills of lading. If we take any bills of lad- 
ing which are not signed by the authorized agent to issue such bills, 
it IS our loss; but if we take a bill of lading issued by an officer author- 
ized to issue them, and who does issue them day after dav, and who 
does issue a fraudulent one, we say that that carrier should be respon- 
sible for it. 

Mr. Burke, I think that you stated that the banks of the country 
handled about two and a half billions of paper of this kind last year? 

Mr. Ingle. Yes, sir. 

Mr. Burke. What loss, if you know, if any, did the banks incur 
from these causes which you have been describing^ 

Mr. Ingle. I can not answer you that question in dollars. 

Mr. Bartlett. What per cent; can you answer that? 

Mr. Ingle. No, sir; but it is hundreds of thousands of dollars. 

Mr. Burke. How much? 

Mr. Ingle. I will state a case. I think this case out in St. Joseph 
was made largely possible by reason of the fact that the word ''order" 
was not printed in this bill. There is a case in which ^00,000 was 
lost, only a few months ago. 

Mr. Burke. How do you think these losses would compare with 
those losses of the banks in other classes of business? 

Mr. Ingle. Many banks do not handle these bills at all. Some of 
them do not handle them for the reason that their environment does 
not call upon them to handle them, and others for the deliberate reason 
that they will not; the}^ are afraid of them. 

Mr. TowNSEND. Do banks take pleasure in publishing their losses? 

Mr. Ingle. No, sir; they do not like to do it. Thev will not do it. 
Some of them are kind enough to tell us about their losses, but some 
of them that we know have suffered such losses gave us everything in 
the house except the fact that thev had lost $10,000, $20,000, or 
$30,000. 

Mr. Burke. It is impossible for a bank to do any business of any 
kind or description without there being some chance of loss? 

Mr. Ingle. Exactly so. 

Mr. Burke. What I was getting at was whether the percentage of 
loss in this business was greater than the percentage of loss in the 
general loaning of money. 

Mr. Ingle. The loaning of money on bills of lading is a matter of 
sufferance, and the risk is greater all the time; and if we were dealing 
with anybody but responsible railroad people, we would not touch 
them for a minute, because we know that no railroad undertakes to 
deliberately wrong anybody in the issuance of papers of that kind; 
but we know the minute that we get a stale paper it is not worth the 
paper it is written upon. 

Mr. Mann. Do you loan money on these bills of lading to people, 
as a common thing, whom you know nothing about? 

Mr. Ingle. No, sir; we loan to people who are our customers, and 
as I say, everybody is innocent until they are proven guilty. 
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Mr. Mann. Do you think if a man produces a bill of lading that is 

three years old 

Mr." Ingle. He never produces one that is apparentlj^ three years 

Mr. Mann. You say that he produces one on which the date has 
been changed by himself. Clearly the railroad would not be respon- 
sible for that. Your proposition is that the bills indefinitely now are 
good for three years. Do you think if a man produced a bill of lad- 
mg to you that showed on its face it was three years old, it would be 
your duty to ascertain whether those goods had been delivered before 
3'^ou loaned money on that bill? 

Mr. Ingle. Unquestionably it would. 

Mr. Mann. It would not if we put into the law the provision that it 
should be delivered within a year. 

Mr. Ingle, No bank would do anything silly. 
[ Mr. Mann. It would not be silly if the bill was perfectly good. 

Mr. Ingle. I beg pardon. I did not mean to use that word ''silly." 

Mr. Mann. You want to make the railroad responsible for it. 

Mr. Ingle (continuing). 1 am confident that the business of the 
country is not conducted that way. 

Mr. Mann. I am confident that it is not conducted that way; but 
what you wish to do is to have it so that it shall be coqducted that 
wav. 

Mr. Ingle. Here is a paper. It is a mere question of a paper that 
thev promise to take up. You should never see one of these papers 
unaer any conditions. 

Mr. Mann. Assume that an agent is negligent and does not take it 
up, as I presume often happens. 

Mr. Ingle. Yes, sir, 

Mr. Mann. Now, if that is presented to 3'^ou long after the time 
when it ordinarily would be taken up, is it not your duty to make an 
investigation ? 

Mr. Ingle. Unquestionably; and I think any bank in the country 
would do so. 

Mr. Mann. Do you want us to pass a law providing that it is not 
your duty to do it 5 

Mr. Ingle. No, sir. Well, if you choose to put it that way, we do. 
We think that paper should be given for a generous length of time. 

Mr. Adamson. Do you think that the number of rascals would be 
reduced or the opportunities for fraud would be diminished by enacting 
this bill? 

Mr. Ingle. Unquestionably. Gentlemen, it is such a simple thing. 
We only ask to make really effective what these people give. What 
possible objection could there be to it? 

Mr. Russell. I notice you say in section 3 of this bill: 

That every negotiable bill of lading issued by a carrier or by the agent of a carrier 
authorized to issue bills of lading in the hands of a bona fide holder for value shall 
be conclusive evidence as against the issuing carrier that the ^oods therein described 
have been received, notwithstanding there has been no delivery, or only a partial 
delivery, to such carrier of such goods. 

Mr. Ingle. Had I not better ask Mr. Peyton to talk to you on that? 

Mr. Stevens. You stated that quite a j)ortion of the bills you 
received were made out by the shipper in his own handwriting, and 
changes would probably be in his own handwriting. Have you any 
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notion, from your experience, what proportion is made out by the 
shipper himself? 

Mr. Ingle. I imagine that 90 per cent of the ordinary oitier hills 
current to-day are prepared in the office of the shipper. 

Mr. Stevens. They are men with some business experience and 
accustomed to dealing with banks? 

Mr. Ingle. Yes, sir; and they know that in practice an alteration 
will not have any effect so far as getting their goods shipped by the 
carrier is concerned. 

Mr. Stevens. But it might make a difference if their bank refused 
them credit when the bill came up. 

Mr. In(tLE. And, on the other hand, there is the compact organiza- 
tion of the railroads, who have their own committees, composed of a 
few gentlemen whose words can effect a complete change all over the 
country. On the other hand, we are dealing with 20,000 banks in the 
country, and it is not to be supposed that the cashier of a little bank 
out in a small community out m the Territories would have any par- 
ticular technical knowledge of all these conditions and papers. He 
has probably never read the negotiable-instrument law. Ninety-nine 
per cent of his business is done on faith in his particular man. They 
come up to us, bushels of all kinds of papers, liens on crops, and all 
that kind of thing, which, outside of the faith we have in the bank's 
indorsement, would not be enforceable in our hands. I do not suppose 
20 per cent of them would be collectible. 

Mr. Bartlett. I want to ask this with reference to the amount of 
losses occasioned to the banks, which Mr. Burke asked you with refer- 
ence to. Do you think it would amount to as ujuch as ll or 1 per cent? 

Mr. Ingle. Dear me, no, sir; 1 per cent on two and a half billion 
dollars; irever; dear me, no, sir. We do not lose one-half of 1 per 
cent. 

The Chairman. If you have finished I would like to ask you a ques- 
tion or two. As a prac^tical man, what effect w^ould the enactment of 
this bill into law have upon the railway rates throughout the country ^ 

Mr. Ingle. I do not see that it has the slightest connection with 
that subject at all. 

The Chairman. Would it increase the expenditures or the liabilities 
of railway companies^ 

Mr. Inole. It would not increase the liabilities of i-ailway companies 
one iota beyond their professed liability. You understand what I 
mean, sir. 

The Chairman. Would it increase their liabilities as a matter of 
fact^ 

Mr. Ingle. As a matter of fact it would increase their liabilities, 
because they would have to assume the responsibilities which they 
undertake, and which they evade the minute they are confronted with 
a spent paper. 

The Chairman'. What would vou say the amount of that increased 
liability would be^ 

Mr. Ix(H.E. Let us say, in a general way, between $100,000 and 
$200,000 a year in the aggregate. 

The (^hairman. In the whole business of the Ignited States^ 

Mr. Ingle. In the whole business of the United States. 

The Chairman. What would })e the effect of this legislation upon 
B I.— OH 2 
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requiring them to employ a different clasn, and a higher priced and 
more responsible class, of agents throughout the entire region^ 

Mr. Ingle. That, of course, is another subiect. All of their agents 
now are gentlemen having a nuiltiplicity of duties. The smaller the 
town the more the responsibilit}* that is placed upon one man. That 
man has charge of the ticket office. I guarantee that that man makes 
a proper return for all of his tickets or tliey get the reavson why. That 
man is the Adams Express messenger and the telegraph operator and 
40 other things. Now, these ordinary papers are not the usual papers 
used in a small town. He would probably be (»alled upon to issue, 
during nine months of the year, none at all. During the grain-moving 
period he would have to issue perhaps one or two a da3\ That is an 
inappreciable amount of work, and no additional labor, the minute 
thev issue their forms. There would be no added expense. 

"f he (Chairman. You think the}- would be just as safe in putting their 
power to create obligations for them into the hands of these insignifi- 
cant agents as they are now; there would be no more liabilit\'i? 

Mr. Ingle. I can not conceive that there w ould be. Of course, you 
must remember that it is a very rare thing now for such fraud to be 
committed. Indeed, now he has in the first place to get some one with 
him to connive. 

The Chairman. Lender this law it would put the power in the hands 
of every agent they have to bind them in this way, as in the case illus- 
trated by Mr. Russell, of receipting for silks where there was an infe- 
rior article shipped 

Mr. Ingle. We have provided for this, Mr. Chairman. 

The Chairman (continuing). Or giving the bill of lading where no 

Eropertv at all was received. You would put that power into the 
ands ol every one of the railwa}^ agents in all the little stations through- 
out this country. 

Mr. Ingle. TThe various States, one after the other, are enacting just 
such laws. 

The Chairman. I am asking 3^our opinion whether or not that would 
increase the freight rates throughout the country. 

Mr. Ingle. I beg j^our pardon, sir. I reall^^ think that in compari- 
son with the entire volume of business the percentage would be such 
•an insignificant figure that it would not be appreciable. 1 think, in 
other words, that if the worst should come to the worst, and there 
should be an increase of the freight rates of the country of 1 percent, 
the railroads would soon accumulate such an enormous fund to cover 
their lia})ilities of every kind and description that they could pay an 
extra dividend out of the proceeds of that fund, outside of their out 
lay for that contingency. 

Mr. Bartlett. I wanted to ask this gentleman another (juestion. 
lias he said anything about, or thought an3'thing al)out, what the 
effect of the passage of this act would be upon the rights of the ship- 
per or vender to stop in transitu goods that had been shipped when he 
afterwards ascertained that the man who sold them had })ecome insol- 
vent between the time of the shipment and the time of the arrival of 
the goods at their destination^ 

Mr. In(jle. Under the order bill that man would 

Mr. BARTLmT. I am not speaking of the order bill. 

Mr. IxGLE. If that draft has not been paid, and that man discovers 
that he is dealing with a fraud, on the other hand there is no reason 
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why he should not order back through his bank any j^aper with that 
dmh attached. 

Mr. Bartlett. But the bank transferred it to you, and your tmns- 
ferring it to somebody else in New York carries with it the bill of 
lading. 

Mr. IxGLE. Of course it does, but the man that starts that bill can 
telegraph to us, ''Do not deliver those goods, but return the draft," 
and then we telegraph to New York to return that draft upon presenta- 
tion, and he can stop that at any step of its progress, short of actual 
delivery. 

Mr. Bartlett. And short of the presentation of the bill of lading^ 

Mr. Ingle. Yes, sir. 

Mr. Gaines. Section 8 provides that the railroad must issue a bill 
of lading upon request. 

Mr. In(jle. That is to provide for this 

Mr. Gaines. Section 5 then says that where the party to whom a 
negotiable bill of lading has been issued has 

Mr. Ingle. We have withdrawn section 5 entirely. 

Mr. Bartlett. And section .3 also? 

Mr. Ingle. No, sir; section 3 is vibd. 

Mr. Bartlett. I should think it was, according to your ideas. 

(At 12 o'clock m. the committee took a recess until 2 o'clock p. m.) 

AITER recess. 

The committee reassembled in pursuance to recess, Hon. William P. 
Hepburn in the chair. 

The Chair3Ian. The committee will be in order. 

Mr. Townsend. Mr. Paton, will 3^ou take the floors Please tell us 
your name and business. 

STATEHPSNT QF MR. THOMAS B. PATON, ATTORNEY AT LAW, NEW 
YORK CITY, N. Y., COUNSEL TO COMMITTEE ON BILLS OF LADING, 
AMERICAN BANKERS' ASSOCIATION. 

Mr. Paton. My name is Thomas B. Paton, of the New York bar, 
representing the bankers' committee on bills of lading. 

Mr. Chairman and members of the committee, I was going to 
remark that judging from the gatling-gun volley of questions addressed 
to the speaker tnis morning I was reminded of the story of the notice 
posted in a western dance hall : "' Please do not shoot the piano plaj^er — 
he is doing the best he can." So I suppose you will remember that. 

1 am here, by reauest, to explain the provisions of the bill (H. R. 
15846) relating to bills of lading issued by carriers for the interstate 
transportation of property, etc., which is before this committee; and 
leading up to that, showing or attempting to show, if possible, the 
necessity why Congress should enact such a bill or a bill containing 
the points attempted to be covered by this bill, 1 desire to submit a 
very few preliminary remarks. I will not take over three or four 
minutes. 

To begin with simplicity, so to s})eak, before we go on with com- 
plexity, in the year 19M4,' ?2(),0U0,O()0,()00 of the raw and manufac- 
tured products of this country were produced, the great proportion of 
which being intrusted to common carriers and crossing State lines. In 
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the delivery of these ffood« to the carrier, of course, it is not possible 
for the shij)per himself or his agent to go with these goods from the 
point of shipment to the point of destination. The shipper must get 
^ some written evidence of the fact of shipment, so that the bill of hiding 
has developed as a necessity, a necessary essential to such shipments. 

The shipper takes a bill of lading, which is a receipt for the goods 
and a contract to deliver them at the destination. Originally at com- 
mon law there was no third party connected with this bill of lading. 
There was no obligation to teke up this bill of lading at its destina- 
tion. It was simply a receipt or memorandum. It was what is known 
as a straight consignment, a bill issued to John Smith, of 8an Fran- 
cisco, consigned to Peter Jones at New York. If that was the condi- 
tion at the present day, there would be no such question before you as 
this; but it has so developed that the shippers of this vast amount of 
goods can not do it on their own capital. They can not do it on straight 
consignments. They have got to borrow money and use the capita] 
of others with which to conduct this business. 

That is a conceded fact. Now, in borrowing money they have to 
have security; they have to give security. No bank can lend money 
without security. Therefore from that situation has developed the 
idea which is expressed in the existing })ill of lading — that a bill shall 
stand for the goods. It shall be good for the goods. It shall be taken 
up on delivery of the goods. It shall represent the title and carry 
the title to the goods. 

1 would like to read that clause in the exi.^tinyf bill of lading, because 
that is the clause which purports to give the nolder the security, the 
right to the goods. [Reads:] 

If the word "order" is written hereon, immediately before or after the name of 
the party to whose order the property i.s consigned, without any condition or limita- 
tion other than the name of a party to be notified of the arrival of the property, the 
surrender of this bill of lading, properly indorse<l, .shall be reijuired before the delivery 
of the property at destination. If any other than the aforesaid form of (consignment 
is used herein, the said property may, at the option of the carrier, be delivered with- 
out requiring the produt^tion or surrender of this bill of lading. 

In other words, in the case of a straight consignment, a consign- 
ment which names the consignee, they do not have to take up the bill; 
but where the word •'order'' is written on the bill, then they agree 
to take it up, so that the bill can represent the property, can be good 
for the goods; and where it is loaned on, the banker can hold it to 
secure the loan, as he holds the goods and can look to the railroad to 
deliver those goods to him. 

That is the theory, but how does it work out in practice? Is this a 
security? It is not at present, and there have been luunerous losses 
to bankers, and they are increasing eveiT year. There are some 
weak points in this security, and those weak points we are endeavor- 
ing to cover in this bill. 

Now, to simply enumerate those weak points, in the first place they 
agree to take the bill up or deliver the goods. 

• Mr. P^scH. There is a little confusion as to the word ''bill/' Do 
you mean the pending measure or the sample bill of lading? 

Mr. Paton. Hereafter I will speak of the act in referring to this 
proposed legislation, and of the bill of lading in referring to this sam- 
ple bill of lading. The first weak point in which this is not a security 
is this: Here is an ** order'- })ill of lading, under wliich the carrier 
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contracU^ to reauire the surrender before the taking up of the prop- 
erty. Genei-all3^ it is done; sometimes it is not done. Take those 
leases where it is not done. Suppose the holder of this bill who has 
received his goods proves dishonest. He goes to a bank and pledges 
. it. The bank, seeing that it is an '' order" bill of lading, good for the 
goods, good against the railroads presumably — because it would not 
be outstanding if the goods were delivered- loans money on it, but 
when it presents the bill of lading to the carrier and calls for those 
goods, the bank tinds that the goods have been delivered. The bank 
then goes to court. Your contract is that you would take up or 
require the surrender of this bill upon the delivery of the goods. The 
court says: 

True; the carrier broke the contract, but when it dehvered the jroods to the lawful 
owner under this contract the functions of the bill of lading ceased. It dischargi^d 
the bill. The bill no longer ha.H any validity. It was a spent bill. It was no good. 
Thereafter the negotiation of this spent, invalid, worthless bill was a fraud, and you 
can not recover from the railroads, l>ecause they have delivered the property to the 
rightful owner. ' 

It is the same theory of law exactly as the payment of a negotiable 
instrument at maturity. That has been so held. That is one weak 
point. 

Now, a second weak point js this: Bills which are not intended for 
negotiation 

Mr. Stevens. Will vou please inform us what courts have held 
that? 

Mr. Paton. The New York court of appeals. 

Mr. Stevens. Have you the decision at hand { 

Mr. Paton. 1 have somewhere. I can cite it later. 

Mr. Stevens. Please produce it to us at your convenience. 

Mr. Paton. Yes, sir. The second weak point is this: A straight 
bill, a bill not intended for negotiation, is issued. It is mailed to the 
consignee named in the bill. The words "order of" are not on the 
bill. The contract as it exists does not retiuire the taking up of this 
bill. The carrier does not take up the bill. After receiving the 
goods, the holder, who has received them, proves dishonest. He sini- 

(>ly writes in the words ''order of " and negotiates it to a bank. That 
las been done time and again. He fraudulentl}' changes that to an 
'' order" bill of lading. It is a fraud, but this present form of bill of 
lading permits that. 

That is the second weak point. Now, a third weak point is this: 
These bills are often written on barrels and made out in lead pencil, 
carelessly drawn, and made susceptible to all kinds of alteration. 
The rule of law is that a material alteration voids an instrument. Jn 
the case of this bank in Baltimore, referred to this morning, they had 
some thirty-odd bills of lading, "order" bills of lading, which the 
railroad did not require the surrender of when they delivered the 
goods. The owner of this l)ill, the holder of this bill, after he has 
received the goods, gets in a tight hole, and he takes and changes the 
date three or four months ahead to make it appear fresh, as repre- 
senting goods in transit, and he puts it in bank, in the bank he was deal- 
ing with for years, and $84:,000 was the amount of loss in that 
transaction. 

The case went up to the court of appeals of Maryland, and the court 
of api>eals of Maryland held that the bill was altered in a material 
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respect. The alteration of the bill voided it completely. That was 
the ruling. That was the loss there. 

Then another cause of loss is the fraudulent issue of spurious bills 
by a freight agent. An agent authorized to issue bills of lading con- 
spires with some shipper, and no goods have been received, but he . 
issues the bill and the supposed shipper negotiates it, and it repre- 
sents nothing. 

Now, I understand the Federal courts and the courts of a number of 
the States hold that that unauthorized fraudulent forgery of the freight 
agent is the act of the agent only and does not bind the carrier. On 
the other hand, the New York court of appeals has held that it is an 
act within the scope of his authority and does bind the carrier. On 
that point we have covered it in the act, and I admit there is a debat- 
able (juestion whether the carrier should be covered or not. 

It IS in these matters that this bill of lading is insecure. It is in 
those matters, and they may seem simple, but they are not. They are 
serious. There are men in this room to-day, presidents of banks, who, 
unless there is some better security afforded, will feel unsafe in further 
loaning money on such securitx'. They will feel that it is not their 
duty to lend money; that they can not, in justice to their stockholders, 
continue loaning money on something that has no securit\' at all in its 
pres(!nt shape. 

Hut the loaning of money on such security is necessary. It is 
necessar}' to the commerce of the country. Suppose all the banks 
shut down on these bills and did not loan a cent on these bills of lad- 
ing. It would cripple the commerce of the country. Therefore it 
seems to me it is within the province of the Federal Congress to regu- 
late this bill of lading'to the extent that it will make the bill of ladmg 
issued by the carriei* a measurably safe securit}' — not a security to the 
same extent as a (iovernment bond, because there are legitimate risks 
which every l)anker must take -but a measurably safe security, by 
imposing certain recniirements upon the carrier, requirements which 
are reasonable, simply retjuiring him to tiike up the hill when he sur- 
renders the goods, or suffer the penalty if it is thereafter fraudulently 
negotiated, and requiring him to issue a form of bill of lading which 
is so simple that it is no more suscei)tible of alteration than a negotiable 
instrument, and requiring him to put the words *' order of in print 
on that bill, so that it will obviate tliat form of fraud which has caused 
numerous losses where the words ''order of" are written on the 
straight bill. 

That is the object of this act. It may not be complete. Even since 
we framed that bill there have been certain things which the commit- 
tee have considered were unfair, especially section 5, and we have 
agreed to recommend an amendment by striking it out. But this sub- 
ject needs regulation, and we pres(»nt this bill here asking that it be 
passed by Congress. 

Now, the first clause in this measure provides that the bill of lading, 
to be negotiable, must be drawn to order and have the words ''order 
of printed thereon. There is nothintr harsh in that re(|uirement. It 
will obviate great frauds to have it printed thereon, the same as the 
form on the back of the bill. There is nothing harsh in that. Then 
it goes on to provide the measure of n(»gotiability, its title-conveyingf 
force, if I may so speak. 



BILLS OF LADING. 23 

Mr. Esc^H. Before you go into that, may I ask you a question i The 
bill as drawn does not opemte within the District of Columbia, does iti^ 

Mr. Paton. It is designed to operate wherever there is interstate 
commerce. 

Mr. EscH. Would you not have to state specifically 'Svithin the 
District of Columbia T 

Mr. Paton. That was probably an unintentional omission, unless the 
District of Columbia would come within the designation of a Territor3% 

Mr. EscH. It is specified, as a rule. 

Mr. Paton. Then the bill proceeds, as I say, to provide for its 
title-conveying force. It provides — 

Such bill shall be negotiable by indorsement and delivery in the 8ame manner as 
are negotiable instnimente for the payment of money, and shall vest the full, com- 
plete, and absolute title to the property therein described, and all rights in respect 
to such property which are or may be contained in such bill of lading in every bona 
fide holder for value to whom such bill may be transferrer!, unaffected by equities 
between the original parties, or any other prior holders. 

Mr. Richardson. Allow me to ask you a question right there, will 
you ? 

Mr. Paton. Yes, sir. 

Mr. Richardson. What do you mean by '' unaffected by equities T' 
Do you mean it should not be governed by anv of the infirmities 
known to the biw? For instance, to get my idea clearly before you, if 
I can: Negotiable paper, bankable paper, as I understand commercial 
law, is generalh' in most of the States not subject to any of the infirmi- 
ties or any of the equities at all between the parties where it started 
and endea. 

Mr. Paton. Yes. 

Mr. Richardson. For instance, to illustrate: In some of the States 
a man who goes as security upon bankable paper and fails to write his 
name as security, and it falls into the hands of a bank, can not go in 
there under the statutes of some of the States and say that he was a 
surety and thereb}^ discharge himself of liability when the notice is 
given him, for instance, that siiit is brought within a certain length 
of time. That is what you mean by infirmity^ 

Mr. Paton. That is what I mean. 

Mr. Richardson. That is what I understand vou to mean. For 
instance, take it in my State — the State of Alabama. We know more 
about our own State than we do of other States. The supreme court of 
Alabama has held, in a case similar to that which I illustrated, that where 
a man went on bankable paper or negotiable paper and failed to sign 
his name as security, the court held afterwards, when a suit was 
brought up between the bank and the security, that he had the right 
to go into the State courts of Alabama and show by oral proof that he 
was the security, and that having failed to bring a suit against him 
according to notice at the tirst term of court, he was therefore dis- 
charged from liabilit}- for that bankable or negotiable paper. Now, 
suppose 3'ou put this in this general law, a law made by the Federal 
Government, by Congress, Iiow would you meet that condition of * 
affairs under the construction of the State laws of Alabama^ 

Mr. Paton. That would be construed by the general commercial 
law. 

Mr. Richardson. Overriding the State law? 
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Mr. Paton. The Federal courts would construe this act, and the 
phrase ''unaffected by equities" may be illustrated thus: The carrier 
who issued this negotiable bill of lading to the shipper may be a cred- 
itor of the shipper, and if the bill remained in the shipper's hands he 
might refuse to deliver the goods, claiming that be haa a set-off; but 
when this gets out into the custom of the world it is free from all 
claims of the carrier against the original part}'. 

Mr. Richardson. Any equities, conditions, or agreement^j. That 
I understand. Now the question 1 put to you, to iind out your opin- 
ion about, is this: When thi.«^ bill provides that such a bill of lading 
as you are talking about is not liable to any of the equities or infirm- 
ities,* as you may call them sometimes in law — that is, the agreement 
between the parties originally — do you not think the law of Alabama 
would control within its own limits as a State? 

Mr. Paton. Not a United States bill of lading. I think not. 

Mr. Richardson. I am just getting 3'our views upon it. 

Mr. Paton. I think not. 

Mr. Wanger. Whatis the effect of that provision upon stolen goods? 

Mr. Paton. I will answer that. Since this act has been printed it 
has been considered that it would foreclose the title of the owner of 
stolen goods. If goods were stolen and the thief put them into a rail- 
road, which issued a negotiable bill of lading, which was pledged to a 
bank for value, the bank would have absolute title to* those goods. 
That result was not intended, and we have drafted an amendment which 
1 was about to suggest. It is a hard thing to do all this at once. It 
is an important act, and instead of reading 'Vshall vest the full, com- 
plete, and absolute title to the property therein described,"' I propose 
to amend that language so that it shalfread ''shall vest all the title to 
the propert}' therein described, which the first holder of such bill had 
when he received it." So if the first holder of the bill puts stolen 
goods into the carrier's hands, the pledgee for value would not be pro- 
tected as against the property rights of the true owner, and it is not 
the intention of the banker to foreclose any property rights by this 
bill. That is an amendment which we propose here to our own bill. 

The Chairman. Please read that again. 

Mr. Paton (reads): ''Shall vest all the title," striking out the 
words "full, complete, anti absolute," and make it, "shall vest all the 
title to the property therein described, which the first holder of such 
bill had when he received it." That is the same e^a the California 
statute. 

Mr. Russell. Would you not have to eliminate section 5 of the bill 
to complete that? 

Mr. Paton. Yes; it is proposed to eliminate section 5. 

Mr. Burke. 1 want to ask you three or four practical questions 
when you reach the stage where it will not interrupt 3^our argument. 
I am in no hurry about it. 

Mr. Paton. Ver^' well. It has also been considered that the word 
*" unaffected," giving the holder the title unaffected between the origi- 
nal parties, would bar the carrier from his lien for freight. Such a 
result was not intended, and whether it would or not, we had pro- 
posed to interline in the same section, after the words "prior hold- 
ers," the words "but nothing contained in this section shall be con- 
strued to deprive the carrier of his right to and lien for freight or 
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other lawful charges growing out of the carriage or storage of such 
property." 

' Mr. Richardson. Do you not think you had better add right there 
the words, "or other lien recognized by law?" Suppose you had a 
bale of cotton ? 

Mr. TowNSEND. The terra ''lawful charge" would cover that. 

Mr. Gaines. Whv not stop with 'Matvful charge?" Would not 
that do ^ 

Mr. Paton. I think it would, sir. It is simply to make that so clear 
that there can be no doubt about it. 

Section 1 proceeds — 

but any person or corporation to whom such bill i.v trant-fMrred by way of pledge or as 
eollateral security for a debt or for money or other value arivanced,' shall incur no 
liability aa owner by way of warranty of the genuinenes8 of fiuch bill, or of the qual- 
ity, quantity, or condition of the property therein described or otherwise. 

That clause is put in to protect the security against the laws of cer- 
tain States. 4 

The Chairman. Let me ask you, right there, what would be the 
effect of that ? Suppose thiis person claiming the benefit of that clause 
were an intermediate holder? Does thitt destroy or do away with his 
liability? 

Mr. Paton. Not unless he is the pledgee. If he is the pledgee, yes^ 
sir. As a rule, hills of lading do not have successive hoMers. They 
are negotiated by the shipper by way of pledge, and the bank holds 
them until the draft to which they are attached as securit}' is paid and 
then surrenders them. 

Now, it is a rule of the common law that upon the sale of property 
the seller impliedly w^arrants the title to that property. There is an 
implied warranty of it. In certain States it has been held that where 
a bank acquires a bill of lading as security for a draft it is not a 
pledgee; it is an owner. It is the buyer of that property, and the 
owner is the warrantor of the quality and condition of the goods. 
The result of that is this: A consignment, we will say, of musty wheat 
is represented by a bill of lading, and is attjiched to a draft, and the 
bank discounts that bill. The bank presents the draft to the drawee, 
to whom the property is to go. The drawee pays the draft; that is, 
the purchase price of the wlieat. He takes it up and then goes to 
inspect the wheat, and after taking it up finds that instead of its being 
sound wheat, as contmcted for with the shipper, it is musty and infe- 
rior. Then he turns around to the bank and says, "You are a war- 
rantor of the quality of that wheat. As owner you warranted the 
quality of that wheat.'' In the three States of Alabama, North Caro- 
lina, and Mississippi that rule has been adopted, and it has been held 
that the purchaser who has paid this draft can recover the money paid 
from the bank to whom he paid it. 

Now, that is contrary to all the theory of the law of pledges. A 
bank which loans on one of these bills of lading as security does not 
purchase the goods. It takes a pledge of the goods as security. It 
does not make a buyer's or seller s profit. The man who buys these 
goods turns them over as a merchant, and makes 10 or 15 or 20 per 
cent. The bank simply makes interest on the use of its money for a 
time, and it should not have liability as an owner. In most of the 
States of this countrv it is held that there is no such liabilitv. A bill 
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of lading is siniplj a security. The bank holds it as a pledge. It is 
not an owner; but in those three States it is so held, and this clause 
was inserted to cover that liability and protect that security a^inst 
the laws of those three States. 

Mr. Stevens. Are \'ou clear that the Congress has a right under the 
commerce law to control the legislation of those States on that points 

Mr. Richardson. That is what I asked him just now, practically. 

Mr. Paton. I believe that Congress under the commerce clause of 
the Constitution has the power to regulate bills of lading covering 
interstate commerce, and it has })een held by the Supreme Court of the 
United States away back in 1860, in the case of Almy v. California, 
that a bill of lading is an article of commerce. It is the goods. It is 
not a mere instrument of commerce, as a check; it is an article of 
commerce. The State of California imposed a stamp tax on bills of 
lading which represented gold which was shipped from San Francisco 
around to New York. On all those bills it imposed a stamp tax. The 
constitutionality of that law imposing that stamp tax was taken to the 
Supreme Court of the United States, and it was held to be a violation 
of the Fedeml Constitution, which prohibits any State from aiaking 
or imposing any import tax or duty on imports or exports, without 
the consent of Congress, except what may be absolutely necessary for 
executing its inspection laws. And it was held that it would be clearly 
in violation of the Constitution if the State taxed the goods themselves 
exported from California, and that the taxing of the bill of lading was 
the same thing. 

Mr. Adamson. Is it a fact that the money was receipted for in that 
case at alii > 

Mr. Patox. Not money; it might have been potatoes. 

Mr. Richardson. The Supreme Court of the United States had held 
that insumnce can not be controlled by the Federal (iovernment. 

Mr. Patox. Yes. There is a precedent on that, I think, if you will 
allow me to cite it. Congress in 1893 enacted the Ilarter Act, relating 
to vessels and certain rights and duties connected with the carriage of 

Sroperty, which was approved February 13, 1S93, and took effect 
uly 1,* 1893. That act prohibited shippers from inserting certain 
agreements in ocean bills of lading, and provided for the liability of 
shipowners where the vessel was unseaworthy; and the fourth section 
of that act provided— 

That it shall be the duty of the owner or owners, masters, or a^ent of any vesnel 
transporting merchandise from or between ports of the United States and* foreijrn 
ports to issne to shippers of any lawful merchandise a bill of lading or shipping docu- 
ment stating, among other things, the marks necessary for i<lentification, number of 
packages, or rpiantity, stating wht ther it be carrier's or shipper's weight, and appar- 
ent order or condition of such merchandise or j>roperty delivered to and received bv 
the owner, mast^T, or agent of the vessel for transportation, and such document shall 
be prima facie evirlence of the merchandise therein described. 

And for the violation of any of the provisions of the act it pro- 
vided a penalty. 

Now, if Congress has passed an act making it the duty of shippers 
to issue o<*ean bills of lading and to put certain things into those bills, 
and providing a penalt}', whv is not that a direct precedent for the 
power of Congress to enact this bill i 

Mr. RicHAKDSON. Suppose the transaction was between two banks, 
one at Birmingham, Ala., and one at Mobile, Ala. Do you think this 
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bill, if enacted as a law of Congress, would control it if the transaction 
commenced at Birminghanr? 

Mr. Paton. If it represented goods shipped from Birmingham to 
Mobile, no, because that is not interstate. This only controls ship- 
ments that cross State lines. The other matters are matters for the 
State to deal with.. 

Mr. Richardson. You look upon this in a different light from what 
you look upon insurance or other business^ 

Mr. Paton. That is not interstate commerce. 

Mr. RiciiAUDSON. I got my polic}^ in New York and I live in Ala- 
bama. • • 

Mr. Paton. That is not goods. Commerce is the interchange of 
merchandise. A bill of lading is merchandise, but an insurance policy 
is not merchandise. 

Mr. Adamson. Do you think that the commerce clause of the Con- 
stitution, providing for the regulation of commerce and carriers, 
should be so construed and extended as to compel the common carriers 
to look out for the financial opei'ations of tne consignors and the 
consignees i 

Mr. Paton. I do, sir, as provided by this bill, for this reason: It is 
a necessity to the commerce of this country that the shipper shall bor- 
row money to make shipments. Otherwise he can not do it. 

Mr. Stevens. He must insure it in a similar way, ju^t as he must 
borrow money '( 

Mr. Paton. Yes, but an insurance policy is a contract or guarantee 
with reference to the propert}^ whereas this is the property itself. 
There is a difference between an insurance policy and this. 

Answering this gentleman's question, I do think that Congress 
should regulate it, because it is a necessity to the commerce of the 
country that these shippers should be able to borrow money. They 
could not conduct the business of the countrv unless they did borrow 
money, and it is therefore within the province of Congress to provide 
means by which they can borrow money and carry on this vast inter- 
state commerce in a way that would be safe to all hands. 

The different States have attempted to regulate this subject. They 
have recognized the necessity of securing the pledgee of these bills of 
lading, and what do we find^ In about fifteen States different statu- 
torv provisions, making bills of lading negotiable in the same manner 
and in all respects the same as the bills of exchange. That is further 
than this goes. Then in other States we find laws which compel the 
carrier to take up the bill in that way and provide a criminal penalty 
if he does not. That is the case in New York. It is "confusion worse 
confounded'' to atti^npt to regulate it by the laws of forty-five different 
States. 

Mr. Mann. Does not all you say apply to insurance also^ 

Mr. Paton. I think not. " ' ^ 

Mr. Mann. You can not ship all other property by rail and got money 
on it? 

Mr. Paton. No. 

Mr. Adamson. Does not all 3'ou say apply to a linjited extent to all 
men engaged in any kind of business in this country^ 

Mr. Paton. No, sir. 

Mr. Adamson. There are uncertainties in all business and risks 
exist in all cases? 
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Mr. Paton. Yes, but this is an uncertainty to the continued carry- 
ing on of business. • 

Mr. Adamson. All men that have not money want to borrow it. 

Mr. Patox. Probably ♦o,00i),0()0,00() is loaned by the banks each 
year. There are banks wliich can not continue loaning in conformity 
with their conscience and sense of duty to their stockholders and to 
their trust unless they have security. 

Mr. RiriiAKDsoN. That puts them out of })usiness. does it not? 

Mr. Paton. It puts the shipper out of business — the small shipper. 
The big shii)per can borrow money on his own security, but the bank 
will not trust the small shipper.* « 

Mr. Ri( iiAKDsox. It takes business away from the banks ^ 

Mr. Stevkns. I do not think your argument applies in section 1 to 
lines 4 to 9. As it occurs to mo, you admit that the State has the 
right to effect an obligation, by a statute, to property, or a bill of lad- 
ing in the way of warranty, as some of the States do. The State has 
an undoubted right to do it. You do not dispute the fact. 

Mr. KiCHARDsox. The State of Alabama could impose a tax on com- 
merce between Mobile and Birmingham, and Congress could not inter- 
fere. Now Congress has the right under the conmierce clause of the 
Constitution, the moment that bill crosses the State line, to say that 
that riglit shall not inhere. 

Mr. Patox. Yes. It then comes within interstate commerce and 
comes into the province of Congress. 

Mr. Stevens. Congress shall state that a negotiable instrument 
made in a State, with certain obligations indorsed by the State, clearly 
constitutional within the State, shall be changed by an act of Congress 'i 

Mr. Paton. It is a property right and next to an article of com- 
merce. And when that article of commerce crosses the State line, 
then it comes within the province of Congress to regulate it. 

Mr. TowxsEXD. I understand that the Supreme Court has decided 
that case— the Supreme Court in the case of Almy r, California. 

Mr. Patox. Yes. There is a verv recent case. In the Central of 
Georgia Railway Co. /'. Murphy (196 U. S., 194), decided by the 
Supreme Court of the United States in January, 1905, a statute of 
Georgia having application to shipments of freight made to points 
outside as well as within the State, required the carrier to trace lost 
freght and inform the shipper how it was lost, damaged, or destroyed. 
The question was whether the sta,tute, when applied to an interstate 
shipment of freight, was an interference with or regulation of inter- 
state conmierce, and therefore void. The court held it was. It said 
the effect of such a statute is direct and immediate upon interstate 
commerce. It directly affects the liability of the carrier of freight 
destined to points outside of the State, with regard to the transporta- 
tion of articles of commerce: it prevents a valid contract of exemp- 
tion from taking effect, except upon a verv onerous condition, and it 
is not of that class of State legislation whicb has been held to be rather 
an aid to than a burden upon such commerce. The statute in question 
prevents the carrier from availing itself oi a valid contract, unless 
such carrier comply with the provisions of the statute by obtaining 
information whi<»h it has no means of compelling another carrier to 
pive, and yet, if the information is not obtained, the carrier is to be 
held liable for the negligence of another carrier over whose conduct 
it has no control. This is not a reasonable regulation in aid of inter- 
state commerce, but a direct and immediate burden upon it. 
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Mr. Richardson. You do not apply that decision to the principle 
under discussion here? 

Mr. Paton. 1 cited that for this purpose, to show that that was 
lawful as long a« it applied to shipments within the State. 

Mr. Adamson. In order to he in line with your argument, Congress 
ought to adopt that as a part of the interstate commerce act. All the 
matter there was with that was that it was not an act of Congress 
of the United States, but an act of the State of Georgia. 

Mr. Paton. That is it, but that is an unreasonable burden on the 
carrier. 

Mr. Adamson. If that is so, there have been a lot of unreasonable 
burdens imposed upon people. 

Mr. Paton. I cited that simply on the general proposition that in 
this subject of bills of lading, which represent interests in shipments, 
it is very doubtful whether tne States have the power to regulate them, 
and there should be some regulation, and that it is within the province 
of Congress to do it. 

Mr. Stkvens. You do not maint4iin that tliat Central (leorgia case 
would control the principle of those lines that I read to yoxii 

Mr. Paton. No, sir; we digressed there a little. 

Mr. Manx. What do you mean by saying that in lines 9 and 10 on 
pagel- 

Siich bill j^hall be netrotiiible by imlorsenieiit and delivory in the same manner as 
are neK<^)tiable inj^truments for the payment of money? 

Mr. Paton. 1 mean exactly what the Supn^me Court of the United 
States means in the case of Shaw r. Railroad Company, in 101 U. S., 
557. In that case a statute was involved, as to ))ills of lading, which 
provided that they should be negotiable in the sam<5 maimer as !)ills of 
exchange for the payment of money. 

Mr. SIann. What did the courts hokh 

Mr. Paton. It was urged in that case that that gave the holder the 
.same right in all respects as the holder of a bill of exchange. It gave 
the right to the property which wjis stolen as against the true owner. 
But the court held that the statute could not l)e construed as altering 
the common law any further than was expressly stated in its words, 
and it construed those words as meaning that a bill shall be newtiable 
in the same manner by indorsement and delivery, so that the title 
shall be transferred in the same manner. That is, you turn over the 
title by indorsing it over: but that it did not carry the full effect of a 
negotiable instrument; that it was simply the regulation of the man- 
ner of transfer, but it was not in all respects a negotiable instrument; 
and if the legislature had so intended, they would have said so in 
express words. 

Mr. Mann. Is the manner of negotiating a note exactlv the same in 
all the States i 

Mr. Paton. I think so. The uniform negotiable-instruments law 
has now been enacted in thirty of the States. 

Mr. Mann. Not in all of themf 

Mr. Paton. No; but the common law governs in the others. 

Mr. Mann. Would this mean according to the common law or accord- 
ing to the statutory law of that State, or the statutory law of the State 
where the bill of lading was issued^ 

Mr. Paton. That would mean according to the commercial law of 
the United States, as construed hy the Supreme Court of the United 
States. 
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Mr. Mann. The Supreme Court, in its construction, construes the 
State law, and of course followed the State construction of the nego- 
tiability of a note. Noi^ we have no Federal law on that subject 
except 

Mr. Paton. You have a negotiable-instrument law in the District of 
Columbia i 

Mr. Mann. Yes; but thatdois not apply. We have no Federal law 
on that, except as the courts may follow the conuiion law. Would it 
not be better, if you put anything in here, to define what you mean — 
what 3'ou have there advanced, what is meant by one particular State 
\tLwi I have read the decisions. 

Mr. Paton. That phrase is defined as having a certain meaning bv 
the Supreme Court of the United States. 

Mr. Mann. As applied by a State law in a State which had a special 
law governing the negotiability of instruments. 

Mr. Paton. In that respect the State law was, I believe, no different 
from the general commercial law. It is uniform. All negotiable 
instruments are transferable })y indorsements, and then the}' go by 
delivery — whether by State law or common law, it is the same. That 
is settled. 

Now as to the second section of this act — ma}' I proceed? 

The Chairman. Go ahead. 

Mr. Paton. The bankers will want to give the practical side of this 
question. I am simply attempting to show what the bill covers. The 
second section provides — 

That the property described in a negotiable bill of lading shall be delivered only 
upon surrender of such bill properly indorsed, and the bill shall thereupon be cari- 
celetl, except in aise of partial delivery, when statement of the same may be indorseii 
upon S3aid bill. An outstanding unsurrendered negotiable bill of lading shall continue 
to \ye negotiable, notwithstanding the property therein de8cril>ed has been delivered 
to the legal owner of such bill m far as to v^t in any subsequent bona fide holder 
without notice the right to require from the crrrier the full value of the property 
therein described. 

Mr. Adamson. Do you understand under existing law that when an 
authorized agent of a carrier issues a bill of lading reciting that the 
goods shall be held and not delivered except upon the surrender of 
that paper, whether in the hands of the original party or assignee — do 
you understand that the original party can give it to you and the rail- 
road escape liability ( 

Mr. Paton. I can cite the decision on that of the New York court 
of appeals. 

Mr. Wangek. Was not that an altered bill of lading^ 

Mr. Paton. No, sir. 1 explained the reason for that. That prop- 
erty was delivered to the legal owner. Therefore the bill had no 
validity. It was used up. It was a spent bill. 

Mr. Adamson. Did that bill recite the terms I mentioned, that it 
should not he delivered except upon surrender of the bill of lading? 

Mr. Paton. Yes; and the court held that 1 should deliver the prop- 
erty to you only when you gave me that bill. Now, 1 have given you 
the propertv. I have given it to the legal owner. I do not Uike up 
the bill. 

Mr. Adamson. Has that same court held that when I give you my 
note and pay it off before it is due. and you make otl" with it, it must 
be paid again ^ 
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Mr. Paton. No; it is not in due course, sir- 



Mr. Adamson. The other is not due, either, and does not mature 
until you present it — the bill of lading; that is, the contract that is put 
in it. 

Mr. Paton. I can not go against the settled decisions of the courts. 

Mr. Mann. If it were a note and it was paid and due 

Mr. Paton. 1 hen it would be the same rule. 

Mr. Mann. And then somebody negotiated it, it would not be good? 

Mr. Paton. No, sir. 

Mr. Mann. Do you propose, if it is a bill of lading, it shall be good 
for three years, or indefinitely i 

Mr. Paton. Yes. 

Mr. Mann. You want to make it good forever? 

Mr. Paton. No, sir. There is a statute of limitations in most of 
the States. * 

Mr. Mann. There is no statute of limitations here. The 8tate law 
would have no control of this. You say ''forever" in the bill. 

Mr. Adamson. 1 misunderstood you. You say if the note was 
paid before maturity and held until maturity, it could be collected 
again i 

Mr. Paton. Yes. 

Mr. Adamson. A great many notes are written payable in advance. 
In the agricultural districts they say, ''On a certain day we will pay 
to A B, on order or bearer, so much cotton, at such and such a date." 
In what respect does that differ from the railroad's contract that they 
will deliver so much freight to the holder of this receipt? 

Mr. Paton. It is in theory about the same thing, 1 suppose. But 
I suppose those contracts do not enter into commerce in the way these 
bills of lading do. 

Mr. Adamson. Why not? 

Mr. Clayton. Because they are not used in the transportation of 
the property of the country. 

Mr. Adamson. I am not speaking of the use you make of the prop- 
erty or how you handle it; but the language of the obligation certainly 
controls the title. 

Mr. Paton. Why is it unfair, when a railroad company says, " We 
will take up this bill and deliver the property," to hold it liable if it 
does not do that ? Why is it unfair to nold the carrier to that liability ? 

Mr. Adamson. I do not think it is unfair to hold them to anything 
they agree to, and I think they are held to it already now. 

Mr. Paton. You can not loan money on these if they are no good 
at all. Even in the case of a Chinese laundry ticket, the Chinaman 
says, ^''No ticket, no shirtee.'' You can not get your shirt out of the 
laundry unless you give up \'our ticket. 

Mr. Adamson. You Avant to make it easier for the banks to do this 
certain kind of business and exempt them from the uncertiiinties that 
other business men are subject to^ 

Mr. Paton. I do not think so, sir. I think it is a necessary security. 

Mr. TowNSKND. The railroads issue these bills, in the first place, 
with the idea that they are to be negotiated for these loans? 

Mr. Paton. That is the idea. 

Mr. TowNSEND. And they now^ state on the back that they will hold 
them until the 1)111 of lading is surrendered^ 
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Mr. Paton. Yes, sir. 

Mr. TowNSEND. And now you have discovered that there are caset^ 
which, on some technical grounds, have resulted in loss to the banks? 

Mr. Paton. Yes. 

Mr. TowxsEND. And you are asking that that bill of lading shall 
by law be made to mean what it says i 

Mr. Paton. That is exactly it. 

Mr. TowNSEND. Do any of the railroads object to this thing being 
carried out as you intend it^ 

Mr. Paton. I l^elieve not. Some may object. I know some do not. 

Mr. TowNSEND. Do any of them deny that they are issuing these bills 
of lading for the express purpose set forth in this bill? 

Mr. Paton. No. That is tlie theory and idea of the contra(^t. 

Mr. Ryan. Do you designate the form of the bill of lading, or do 
you leave that to the railroads^ 

Mr. Paton. This bill designates the form, as you will see on the last 
page. 

Sir. Richardson. You are trying to make the railroads comply with 
the promise that they make in that bill of lading now 'i They make the 
promise, and you are trying to make a law to make them comply 
with that promise? 

Mr. Paton. Yes; to make that promise mean something. 

Mr. Richardson. I understand the purport of this bill is to make 
them do what they promise. I understand what you are after. Why 
can you not make them now do that i 

Mr. Paton. It strikes me they should be liable, but the courts have 
held they arc not. 

Mr. Richardson. I do not see how a railroad or common carrier 
can 

Mr. Paton. I Lis not that spent-bill proposition been so dec\ded in 
New Jersey J I think it is a very bad law. 

Mr. Mann. Is not the way they get around it by making the bill 
nonnegotiable ^ Does not that settle the whole business^ 

Mr. Paton. Yes. The banks will not loan on them, and that will 
cripple the conunerce of the country. 

Mr. Mann. Are they not all marked nonnegotiable? 

Mr. Paton. Yes; but there is at the same thne a clause in it which 
makes it negotiable. 

Mr. BuKKK. \Vould it not be possible to ascertain whether the 
goods described in the bill of lading have been delivered or not^ 

Mr. Paton. Mr. Pierson, will you l)e good enough to answer that 
question i 

Mr. Burke. 1 have several i)racticiil cjuestions that I want to ask 
you. 

Mr. Wan(;er. Is thei'e anything in this bill that applies to non- 
negotiable bills of lading? 

Mr. Paton. In section 7 the connnon carrier is prohibited from 
inserting ''nonnegotiable'' in any bill of lading or from nullifying it^ 
provisions by any inconsistent provisions. 

Mr. RrssELL. Is not this the situation, that these bills of lading, in 
the al)S(Mice of an agreement between the parties, would not be nego- 
tial)h' unless there was a statutorv regulation making them negotiable f 

Mr. Paton. Yes. 

Mr. RvssKLL. You want to make it apply to interstate transactions ^ 
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Mr. Paton. Yes; you can not make it negotiable except by contract. 

Mr. Adamson. Do you not want to make them enter mto a contract 
which they do not want to make? 

Mr. Paton. The proposition is to force the carriers to issue a fairly 
safe and negotiable security. 

Mr. Adamson. Do you think it is a good policy or good legislation 
in this country for Congress to force people to make contracts that they 
do not want to make? 

Mr. Paton. In the Harter Act Congress forced them to make a 
contract. 

Mr. Adamson. They may prohibit them from putting certain things 
in places and make it illegal to do such things. 

mr. Mann. Ma^^ I ask you y^our opinion whether the passage of 
this bill would not transfer to the Federal courts all litigation con- 
cerning bills of lading? 

Mr. Paton. I would think so, offhand. It is the construction of a 
Federal statute. In the national-bank act — I know there are actions 
of usury brought under the national-bank act in the State courts. 

Mr. Bartlett. That is under special arrangement. The language 
is, "Any right claimed by reason of the Constitution of the United 
States or any law passed in pursuance thereof." This act would pass, 
if passed at all, in pursuance of the Constitution of the United States, 
and any right claimed under it would go to the United States circuit 
courts. 

Mr. Adamson. Do you not think it would result to some extent in 
maintaining the present condition of affairs financially in the country 
and prevent the coming of the day when the vast products of the 
West and South would be moved without having to borrow money 
from the Eastern banks? [Laughter.] 

Mr. Paton. That is luther a question of political economy. 

Mr. Bartlett. So far as the South is concerned, that condition has 
been here for four or five years. 

Mr. Adamson. I think that is the African citizen in the wood pile, 
myself. [Laughter.] 

Mr. TowNSEND. Are you seeking to force the railroads to make 
contracts? 

Mr. Paton. I understand that at common law it is the obligation 
and duty of the common carrier not only to receive the goods for car- 
riage, but also to issue a bill of lading, to make a contract, to issue a 
receipt; and the purpose of this is simply that you shall make that 
receipt have a certain effect, to mean what they say. They are under 
obligations to issue a certificate. 

Mr. Bartlett. You do not mean there is any obligation under the 
common law to rec^uire a carrier to issue a bill of lading? 

Mr. Paton. I think the long-standing custom has crystallized into 
common law. 

Mr. Richardson. If you had a law to make them comply with it, 
you would make them issue. You would not want an additional law 
if you had some way to make them comply with the promise they have 
already made? 

Mr. Paton. That is it exactly. 

Mr. Russell. You want to make them compl}^ with certain require- 
ments that they now do not comply with in certain instances? 

Mr. Paton. Yes. 
BI/--06 3 
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Mr. Stevens. Before you leave section 2 I would like to ask ^''ou 
some questions, particularly as to the last sentence of section 2 — its 
construction in connection with the amendment you made to section 
1, by which the bill shall vest the title which the first holder has. 
Now, out in our northwestern country, supposing an elevator man 
issues an elevator receipt, an ordinary receipt for grain stored, and 
then he puts the grain m the car and gets a bill of lading to himself, 
and then he negotiates that bill of lading: under section 2 the title to 
that, to him, would not be complete when he obtained his original bill 
of lading. Now, if he received the property that bill of lading would 
be outstending if it were not surrenderable, and the carrier would be 
responsible, would he not, to the owner of that grain? 

Mr. Paton. Until he took it up; yes. 

Mr. Stevens. That outstanding bill of ladinnr could be negotiated, 
although the grain was actually owned by somebody else? 

Mr. Paton. No; in that event it w^ould not carry any title to the 
pledgee. 

Mr. Stevens. Would it not under the last two or three lines under 
that section 2 'i That is what I wanted to find out — your construction — 
although you have made that amendment in section 1. Will you not 
have to amend that section 2 also to conform to 3'our amendment to 
section 1 ? 

Mr. Paton. It should be amended in that particular. 

Mr. Stevens. That iy what I wanted to find out. 

Mr. Paton. Yes, sir. Section 3 provides — 

That every nejrotiable bill of lading issued by a carrier, or by the agent of a carrier, 
authorizcHl Uj isssue billy of lading in the hands of a bona fide holder for value shall 
be conclusive evidence as against the issuing carrier that the ^oods therein described 
have been received, notwithstanding there has been no delivery or only a partial 
delivery to such carrier of such goods. 

That section is meant to cover that form of fraud where the freight 
agent issues a bill of lading fraudulently where there have been no 
goods received from the shipper. 

Mr. Burke. What about tnat proposition asked by Judge KusselT 
this morning? 

Mr. Mann. What about cotton and cotton waste? Is it necessary 
for the carrier to open the cotton bale to see what it contains!^ 

Mr. Paton. I would suggest adding, to make that clear, that ''this 
section is not to be construed as making the carrier the warrantor of 
the contents of the packages described. 

Mr. Wanger. That it does not make him the warrantor^ 

Mr. Paton. No. That has been so held with regard to warehouse 
receipts. There is a case where a thousand barrels of Portland cement, 
or a thousand barrels which, it was supposed, contained Portland 
cement, but which did not amount to anything and which was worth- 
less, were put into a warehouse and a negotiable warehouse receipt 
issued, and the holder of that negotiated it to the bank for value, and 
the bank found out that there was nothing to the cement. 

Mr. Adamson. Do j'ou think the railroad could be heard to vindi- 
cate its own rjiscality \n a case like that^ Do you not think under all 
law it could be collected against the railroads 

Mr. Paton. I understand the railroad does not know anything about 
it in that case. That case went up to the court of appeals. The bank 
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says to the warehouse, ''We hold your warehouse receipt for a thou- 
sand barrels of Portland cement." And the court held that the ware- 
house did not warrant the contents of the barrel, that it simply warranted 
the contents to the extent that these barrels had the appearance of con- 
taining Portland cement. The}' did not guarantee that there was Port- 
land cement in there. 

Mr. Russell. Do you have a statute in that case covering it, like 
this section 3 here? 

Mr. Patox. No, sir; for that reason we are adding it here as a 
section. 

Mr. Adamson. If- the carrier gave the receipt and the goods were 

not there, in such a case 

Mr. Paton. This provides that the carrier shall be responsible. 
Mr. Adamson. You do not claim under existing law that the carrier 
could be heard to set up his own fraud? 

Mr. Paton. That was the fraud of his agent. 
Mr. Adamson. What he does by the agent is done by himself. 
Mr. Paton. That is a matter of conflicting law, or conflicting de- 
cision. In some States it is held that the act is within the authority 
of the agent, and that it binds the carrier where he issues a spurious 
bill with no goods behind it. In other States it is held that it is 
beyond the scope of the authority of the agent; and it was to make 
the agent liable that this section was put in, but it is not to make him 
warrant a thousand barrels of mud to be a thousand barrels of Port- 
land cement. 

Mr. Richardson. This question, as I understand it, is used as an 
illustration, to which Brother Mann referred, about a hundred bar- 
rels of cotton being shipped and a bill of lading attached, w-ith the 
draft representing that there were a hundred bales of cotton ; and it 
went to New York and it turned out when examined there that it was 
short 20 bales of cotton, and he said that the trouble was that the 
banker would be made responsible. Do you not think he ought to be? 
Say, for instance, a man ships from my town, Huntsville, Ala., a 
hundred bales of cotton with a bill of lading attached and a draft 
on New York, and he states that there are a hundred bales of cotton, 
and the banker in New York is misled by it, and instead of there 
being a hundred there may be 90 or 95, or some other quantity. 
Ought not the banker to be made responsible, to pay the difference? 
Ought not he to be made responsible? They have got the w^are- 
house man under bond. lie gives him the correct w eight. 

Mr. Paton. If he has the opportunity of inspection ; but the pledge 
is not always in the same town. 

Mr. Richardson. He conforms to the usual, ordinary, customary 
practices of the country, and he ought to be made liable. 
Mr. Paton. Of course that is a debatable question. 
Mr. Richardson. That is the principle that your colleague was 
going on. I think that banker got just what he deserved. 

Mr. Paton. In another town a banker, for example, could not 
travel to that toAvn to find out whether that w^ere a hundred bales or 90 
bales. 

Mr. Tow^NSEND. The bank does not issue that ? 
Mr. Paton. No ; the carrier issues it. 

Mr. ToAVNSEND. You are not seeking to make the carrier the guar- 
antor for the quantity or quality ? 
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Mr. Patox. For the quality, but not the quantity ; for the quantity 
of sealed packages. 

Mr. Stevens. If the bill described Portland cement, it would mean 
Portland cement? 

Mr. Paton. Not if there is no such intention. 

Mr. Stevens. It says it shall be conclusive evidence against the 
carrier. 

Mr. Paton. We add to that " This section is not to be construed 
as making the carrier the warrantor of the contents of the packages." 

Mr. Stevens. What is the use of putting the word '' conclusive " 
in there? 

Mr. Paton. That is when there is no property at all delivered. 

Mr. Adamson. Under what authority do you hold that the duly 
authorized agent of the railroad in business is less able to bind his 
company than the cashier of a bank is able to bind his company ? Is 
it not the same under existing law ? 

Mr. Pat(^n. No, sir ; it is not. 

Mr. Mann. Who loads the cotton — the railroad or the owner? 

Mr. Paton. That is not a banking question. 

Mr. Mann. As a matter of fact, the owner loads it on the car. 

Mr. Bartlett. Oh, no. 

Mr. Mann. Where a man ships a carload of anything else, he does. 
He takes the cotton or other article and puts it in the car, and he pro- 
duces a statement to the agent of the railroad companv of what he 
puts in the car. He has a minimum and a maximum of weight. Do 
you propose that the railway agent shall stand at the door of the 
car and watch everything that goes in? 

Mr. Paton. It seems to me, as a lawyer, that it is very loose prac- 
tice for a man to sign a paper saying he has received something that 
he has not received. 

Mr. Mann. It is his interest to get the freight on it. It some- 
times happens that a man takes out $5,000 of insurance on a house 
worth $1,000, and the house burns down and he gets the insurance; 
but it is not often done. 

Mr. Adamson. I have yet to hear of a case where a railroad does 
not iSnd out what it is hauling. 

Mr. Mann. In many cases they do not pay any attention to it. 

Mr. Paton. Section 4 of this act proviaes for the subject of altera- 
tion. It says: 

That any conventional aUeratlon, addition, or erasure in or to a negotiable 
bill of lading which shall be made without the si>eoial notation thereon of the 
agent of the carrier issuing such bill shall be void, and any unauthorized or 
fraudulent alteration, addition, or erasure in or to such bill of lading shall also 
be void, and in any of the above cases such bill of lading shall remain wholly 
unaflfected. 

Mr. Stevens. On that section 3, do you not think that there is some 
inconsistencv in there in connection with that language in section 1 
which I referred to in connection with section 2? I refer to that 
language at the bottom of page 1 and the language at the bottom of 
page 2. The title of the first holder is carried by the bill. Now, here 
ou provide in section 3 that every negotiable bill of lading issued 
y a carrier or his agent shall be conclusive evidence as against the 
issuing carrier that Uie goods therein described have been received. 
The bill describes not only the goods, but the packages, and what 
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Soods are in them, and it describes the owner, and it is conchisive evi- 
ence against the carrier that that is the condition. 

Mr. Bartlett. Speaking about cotton, Mr. Stevens, cotton is 
!:-hipped by weights. It has certain marks on it. 

Mr. Stevens. No; I am speaking of goods like cement, in which 
there are certain packages. It seems to me you have an inconsistency 
here. 

Mr. Paton. I propose to amend that by adding that the section 
shall not be so construed. 

The Chairman. What is that language that you propose ? 

Mr. Russell. He suggested this language : 

Provided, That this section shall not be construed to make the carrier a war- 
rantor. 

He suggests this : 

Provided, That in ease this carrier acted in good faith in issuing the bill of 
lading, then its liability shall be limited to what the actual value of such prop- 
erty is. 

Mr. Mann. The amendment read by Judge Russell would not 
cover the case where a man fraudulently imposed on the railroad 
company. 

Mr. Russell. No; it was not designed to. 

Mr. Mann. Suppose a man, for fraudulent purposes, shipped cot- 
ton waste instead of cotton. It is perfectly plain that the railroad, 
which has no option in the matter at all, ought not to be held to a 
more strict liability than the man who has made the deal or be made 
more liable in the losses. 

The Chairman. It would be at that section that the proviso should 
come in that the gentleman has suggested. AVhat would be the 
value of section 3 with the proviso that the section shall not be 
construed to make the carrier a guarantor of the quality or quantity 
of the property ? What is there left after that is inserted ? 

Mr. Paton. If the agent of the carrier sits down and signs a bill 
of lading for a hundred or a thousand barrels of potatoes and gives 
it to the shipper, and the barrels of potatoes exist only in his imag- 
ination, and the shipper negotiates that bill for value, that section 
w^ould bind the carrier to the value of that property. 

The Chairman. Not with this language inserted there — 

Provided, That this section shall not be construed to make the carrier the 
guarantor of the quality or quantity of the proi>erty. 

It seems to me it is going up the hill and then down again. 
[Laughter.] 

Mr. Paton. I would like to sa}^ as to that that this subject w^as only 
talked over last night, and there has hardly been time to technically 
frame a correct amendment. The idea was there. Judge Russell 
suggests this, which to me seems better : 

Provided, That in case the carrier acts in good faith in issuing the bill of 
lading, then Its liability shall be limited to what is the real value of such 
I)roi)erty when re<*eived. 

That makes the distinction between bills in good faith and fraud- 
ulent bills. 

Mr. Adamson. WTiat will you do if it is not in good faith? 
Double the penalty ? 
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Mr. Paton. Make them give the value of it as described. 

The Chaikman. If the agent of the carrier is acting in good faith, 
then that will open up all tne equities between the parties ; but if the 
carrier is the victim of a dishonest agent, then that closes all inquiry 
as to these equities. 

Mr. Paton. It makes the carrier liable. 

The Chairman. The rightfulness of the law would hinge, then, 
not on the question of the ignorance or ineflSciency of the agent, but 
on the fraud of the agent? 

Mr. Paton. Yes. 

Mr. Mann. Take the case of shipping flour. You referred to 
cotton a while ago. The millers usually load their own cars with 
barrels of flour. The agent signs a bill of lading as a matter pro 
forma. Do you propose to have the agent count the barrels of 
flour, or else accuse him of not being in good faith ? 

Mr. Paton. I should think the agent would count that flour and see 
what he is issuing. 

Mr. Mann. It would certainly revolutionize the methods of load- 
ing freight on cars in this country. Here is a train load of flour. 
I suppose the mills in Minneaj^olis turn out many train loads of flour 
every day, loaded upon the sidings. 

Mr. Paton. I think any other way would be loose business. That 
is what bankers say. It should be checked up. 

Section 4, as I said, is the alteration clause. It provides — 

That any oonventloiuil alteration, addition, or erasure in or to a negotiable 
bill of lading which shall be made without the special notation thereon of the 
agent of the carrier issuing sucli bill shall be void, and any unauthorized or 
fraudulent alteration, addition, or erasure in or to such bill of lading shall also 
be void, and in any of the above cases such bill of lading shall remain wholly 
unaffected. 

The object of that clause is to make the bill good according to its 
original tenor. That covers the case of fraudulent alteration, or 
alterations by agreement, which have not been noted on the bill of 
lading, and the object is to make the bill good for its original tenor. 

Mr. Mann. You see what I mean by that. A great many of the 
bills of lading are prepared by the shipper himself — ^that is, the 
written part is written out by him and signed by the agent. Your 

Sroposition is that if there is any alteration in that bill, instead of 
estroying it,, to have the agent of the railroad company make a 
notation on the bill in his own handwriting? 

Mr. Patox. Yes. 

Mr. Mann. How would a banker know that it was his hand- 
writing? 

Mr. Paton. By the signature on the bill. 

Mr. Mann. Suppose I had a bill of lading and I made the annota- 
tion there and signed it : How would the banker know who signed it? 

Mr. Paton. It is a risk that the bank must take. 

Mr. Mann. What good does it do? The purpose of this is to pre- 
vent fraud, and yet you leave it wide open to the man who wants to 
commit fraud. 

Mr. TowNSEND. Here is the situation, Mr. Mann, that they are 
seeking to guard against: These bills of lading have annotations 
upon them, written in pencil and signed by anybody. Now, the ship- 
per will write an annotation in pencil on the bill of ladmg when he 
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would not, under this bill, write that annotation and sign an agent's 
name to it. Their proposition is that the writing must be done by the 
agent authorized to make that signature. 

Mr. Mann. Here is a man who wants to commit fraud, for instance, 
and he has a bill of lading. Wliat is to prevent him from making 
an annotation on there ? 

Mr. TowNSEND. The bank takes that risk. He is not asking to be 
relieved from that. 

Mr. Mann. What possible benefit or protection would it be against 
a man who wanted to commit a fraud when you leave it open for him 
to do that ? 

Mr. Adamson. The local bank must take its risk. 

Mr. Raton. This section says : 

That any oonventioual alteration, addition, or erasure in or to a negotiable 
bill of lading which shall be made without the «i>ecial notation thereon of the 
agent of the carrier issuing such bill shall be void. 

Mr. Mann. And that is a dead letter. You think you will revivify 
it by putting it into law, yet it seems to me you will not be a particle 
bett^jr off. I want to help you to cover it. 

The Chairman. Will you define the word " conventional," in line 
3 of page 3? 

Mr. Faton. By agreement between the parties, as distinguished 
from a fraudulent alteration ; by agreement. 

Now, going on to section 5 

Mr. Bartlett. When you get through with that I would like to 
ask the witness one or two questions, Mr. Chairman. [To the wit- 
ness:] The carriage of freight, whatever it may be, is compulsory 
upon all carriers, is it not ? 

Mr. Paton. So I understand it. 

Mr. Bartlett. When delivered to the carrier, whatever the freight 
may be, the carrier is compelled to receive it and to carry it according 
to the direction of the shipper from one destination to another, pro- 
vided the shipper pays, or agrees to pay at one end or the other, the 
freight charges. In my own State of Georgia it is made a misde- 
meanor for a carrier to refuse to give a receipt for the goods and 
delivery. He must not only carry, out he must give a receipt of the 
character of goods and their weigTiit, and so forth. 

The present law makes the carrier, whether he contracts or not, 
carry as a matter of law, and now you want to make it a fact by law — 
by a mere simple receipt of the carrier to the effect that he has re- 
ceived a certain amount of goods, describing them — that the bill shall 
be negotiable by delivery rather than by enforcement; and not only 
that, but you want to make the carrier liable in case the shipper and 
clerk or agent at the receiving depot of the carrier shall combine to- 
gether for the purpose of fraud or depriving somebody — a bank, if 
you please — of its rights, and you want to make that fraud rest alto- 
gether upon the carrier. 

Simply because the shipper and the carrier's agent enter into a 
false agreement or false statement to the effect that the carrier has re- 
ceived certain shipments when it has not, you propose to make the 
carrier liable for the full amount of the alleged goods. In other 
words, you want to shift from the shoulders of the banks, or the per- 
sons who lend upon the receipts, the responsibility or duty of requir- 
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ing the fulfillment of the contract, whether it was a bona fide trans- 
action or not. You want to relieve or shift that duty from the 
shoulders of everybody else and place the burden upon the railroads 
alone. That seems to be the purpose of the bill. 

Mr. Patox. As to making the carrier liable for a fraudulent bill 
of lading, that is something undertaken by the carrier himself in 
clause 9 of the present form of bill of lading, wherein he agrees to 
take up the bill of lading when he delivers the goods. This act only 
wants to make that agreement effective. 

As to making the carrier liable for a fraudulent bill of lading made 
out by his freight agent, that is a liability that is now provided by 
law in many States. 

Mr. Bartlett. You make him liable also for the fraudulent con- 
duct of the men to whom the fraudulent agent delivers a fraudulent 
bill of lading. You want to make him liable for the act of both 
people. 

Mr. Pa TON. If he colludes, then he is guilty of collusion. I think 
it would be a wise thing to add a section making it a criminal offense 
and providing a penalty, that any agent of a carrier wiio fraudulently 
issues a fraudulent bill of lading for which the whole or any part 
has not been received at the time of issue, or any agent who receives 
such bill fraudulently, which issues or surrenders such bill for pur- 
poses of negotiation, is guilty of misdemeanor and is punishable by 
fine of not less than $5,000, or imprisonment for a term, say, of five 
years, or both. I would provide also that any person, not being the 
owner or the authorized agent of the property, who delivers such 

f)roperty to the carrier and receives therefor a negotiable bill of 
ading should be deemed guilty of a misdemeanor, punishable by a 
fine of $5,000 or imprisonment for five years, or both. 

Mr. I3artlett. Do you not think those acts of deceit and fraud 
therein described are taken care of and can be taken care of by the 
various States? 

Mr. Adamson. I was going to ask you do you believe there is a 
single State of the Union where you can not do that now without 
legislation here ? 

The Chairman. This is certainly a very important matter, and 
deals with very large interests; and evidently, from the amendments 
that have been suggested by yourself and others, the bill as the 
Bankers' Association prepared it is somewhat immature in its char- 
acter. I was going to suggest to you, if it would suit your conven- 
ience and you would ^^refer it, that the committee take a recess now, 
until to-morrow morning at half past 10 o'clock, in order to give you 
an opportunity to put in such perfect form as you choose your ideas 
with regard to this desired legislation. I simply make this sugges- 
tion to you. Or you can go on offering these amendments from time 
to time, or you can take this other course; just as you please. 

Mr. TowNSExn. Yes ; and make enough copies of it so that we can 
all have them to-morrow morning. 

The Chairman. I make that suggestion to. you. I hav^e no doubt 
the committee will be glad to meet you to-morrow morning at half 
past 10. 

Mr. TowNSENi). If vou have not anything important to do which 
will require you to adjourn now, could you not call upon others out- 
side the city here, who have to return home this evening, and ask 
them as to tneir ideas with respect to the necessity of this legislation? 
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The Chairman. Very well. 

Mr. TowNSEND. Then I will introduce Mr. Evan?. 
The Chairman. We will be very glad to hear you, if you please, 
Mr. Evans. 

STATEMENT OF MR. C. M. EVANS, OF WILMINGTON, N. C, PRESI- 
DENT OF THE NORTH CAROLINA BANKERS' ASSOCIATION. 

Mr. TowNSENi). First give your full name and address and busi- 
ness, and so on. ' 

Mr. Evans. I am cashier of the Southern National Bank, of Wil- 
mington, and president of the North Carolina Bankers' Association. 

The Chairman. Proceed now, if you please. Take your own course 
in discussing the necessity for this legislation. 

Mr. Evans. First, I will sav, sir, that in an experience of about 
twenty-two years in the banking business in our State I have had 
thousands of transactions in whicli bills of lading have been the basis 
of security. I have known of instances, in my own experience and 
in the experience of bankers in the same neighborhood and in the same 
State, in which the banks have suffered loss by reason of the complex 
form or agreement which we find in the average bills of lading. I 
know that in lending money on cotton, as we do principally on these 
bills of lading, we have come to look upon a bill of lading as afford- 
ing the same measure of security that a bonded-warehouse receipt 
an()rds, and we think it should afford the same. Yet it does not, and 
there is this difference: A bonded-warehouse receipt undertakes to 
deliver to the holder of that receijot, or to the party to whom the 
rec^eipt is indorsed, a certain number of bales of cottcjn of a certain 
weight, of a certain grade, and yoii can go and get that cotton, and 
that warehouse receipt is a negotiable instrument whi<*h the bankers 
take very readily and lend their money upon with impunity. 

Now, then, when it comes to a bill of lading, if the bonded-ware- 
house companie^s can undertake to approve and check these bills of 
cotton as received, and give their negotiable receipts, from which they 
can not evade payment, we think that the railroad companies, ex- 
pecting these bills to be treated as a similar security, should do as 
much. They should check the cotton. The gentleman [Mr. Mann] 
says the railroad companies do not check them. I worked with a 
railroad company myself, and I had that particular work to do : and 
I have never known a bill of lading to be placed against a carload of 

fx)ds where the agent or clerk of the company was not right there, 
he man who owns the cotton may load it, or the man who owns the 
flour may load it; but standing right there is the clerk of the corpora- 
tion or railroad company, whose duty it is to check every article as it 
is placed in that car. 

Now, then, as the railroad company does check and prove the receipt 
of these articles, we claim that the holder of their receipts should have 
the same measure of protection as he has when he holds a bonded- 
warehouse receipt, w^here we do such business on these bills of lading 
as we do on the bonded-warehouse receipts ; and we never have a ques- 
tion about warehouse receipts, but we do have respecting these bills 
of lading. 

Mr. TowNSEND. Could not the banks get along anyway without 
doing business with these bills of lading? 
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Mr. Evans. Of course they could. 

The Chairman. Is there any necessity for the railroad company to 
issue any other paper than that one which merely recites that it hn.s 
I'eceived so niam^ bales of cotton from Mr. A. B. ? 

Mr. Evans. There is none, sir, except to provide 

The Chairman. The law does all the balance? 

Mr. Evans. That is right, sir — that is, now, if you want to make a 
negotiable bill of that receipt. 

The Chairman. No; I am simply talking about the obligation of 
the carrier created by statute. There is nothing more required of him 
than togive that receipt? 

Mr. Evans. That is all. 

The Chairman. Then the law imposes upon him the duty. It is 
not a contract; it is a duty to deliver that property? 

Mr. Evans. Exactly. 

The Chairman. Now, this bill proposes to change entirely that re- 
lation by compelling him to give an instrument that will have the 
form and negotiable qualities of a promissory note or a draft, for the 
convenience of the bankers of the country ? 

Mr. Evans. Not at all, sir. 

The Chairman. In order that they may more safely transact their 
business, which is completely independent of and differing from that 
of the carrier ? 

Mr. Evans. No, sir. ^\lien you stated it you asked. Is it necessary 
under the law for the railroad company to do more than issue the sini- 
ple plain receipt for the goods? I say it is not necessary, but the^ 
do not issue those receipts merely. They do not stop there. They 
issue a bill of lading, in which they engage to deliver the goods to the 
order of the party. If the shipment is to John Jones & Co., of New 
York, they will write a bill of lading, " or order, John Jones & Co., 
of New York," and they will say specifically the^e goods will not be 
delivered until that bill is surrendered. 

Now, I say, our asvsociation, our bankers, desire this legislation, and 
not from a selfish view point at all, sir; but in order to promote trade, 
because in our own section, in the South, the people would be in an 
embarrassing position in handling the va.st cotton crop unless the 
brokers and agents and men of limited means had some way of facili- 
tating the handling of their goods and of putting them into the hands 
of a third party to nold for the interests oi the consignor. A\Tien they 
fail to do that, when they give us a bill of lading and say they will not 
deliver these goods until the bill is surrendered they leave a way open 
by which an iionest trader may go to wreck and ruin, and we have 
those instance-s frequently. 

A case was cited a few minutes ago — at least it was brought to my 
mind by the citation of another case — w^here a man representing him- 
self to be the purchaser of scrap iron in a city of our State engaged 
to open business. He was fairly well introduced, and he stated to the 
banks that he would open an account with them, and he deposited 
with the banks bills or lading, and thus obtained credit from them. 
He came into the bank, with which I was connected, and brought in 
a bill of lading for a carload of this scrap iron, and desired to obtain 
the money, fortunately we placed his instrument on the collection 
book, which he readily consented to, but he went into another bank 
and placed the same bills, or at least others like them, to the extent 
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of $4:0,000, or something like that, and it turned out that there were 
no goods shipped. 

The bank had to lose the money, and properly lose it, because he 
had merely forged the bill of lading, and the bank had taken it. But 
when their own authorized agent undertakes the shipment and de- 
livery of these several articles, and they are placed in the hands and 
keeping of the railroad company, and the company gives a bill in 
which they engage not to deliver those goods until that bill is re- 
turned, we think that Congress should require that they do that thing ; 
that they be forced to deliver those goods or the value of those goods. 

Mr. Burke. Do you not think that they are required to do so now ? 

Mr. Evans. No, sir. 

Mr. Mann. \Mien the cotton was loaded, it would be shipped as a 
carload of cotton, not as so many bales ? 

Mr. Evans. It would be shipped as a hundred bales more often, 
with the actual mark and the weight always indicated. 

Mr. Mann. Does that say whether it is sea-island cotton or short- 
staple cotton ? 

Mr. Evans. No, sir. 

Mr. Mann. There is a great difference in the value? 

Mr. Evans. Yes. 
' Mr. Mann. Which would the railroad company be responsible for? 

Mr. Evans. For the load of cotton bearing the marks indicated on 
the bill of lading. 

Mr. Mann. Supposing there was no cotton? You are trying to 
enact legislation to cover a case where the facts are not the facts, but 
where imagination takes the place of facts. ^VTiich would the rail- 
road company be responsible for? Does it have to guarantee the 
grade of cotton ? 

Mr. Evans. Not at all, sir. We propose an amendment there to 
relieve them of that. 

Mr. Mann. Take the case of a shipment of wheat. It mnkes a 
difference w^hether it is No. 1 hard winter wheat or rejected spring 
wheat. 

Mr. Evans. That is settled at the elevator. 

Mr. Mann. The railroad company has nothing to do with the 
elevator. 

Mr. Evans. Yes. They know what grade of wheat they take from 
the elevator — what number it is. 

Mr. Stevens. The receipt shows? 

Mr. Evans. Yes. 

Mr. Burke. In the scrap iron case that you mentioned 

Mr. Burke. The bill of lading may show in some cases, but there 
Av ould be cases where it would not show ? 

Mr. Evans. Yes. There is such diversity between the bills of 
lading that we want some uniformity. 

Mr. Mann. Would the railroad company be required to show 
whether it Avas hard winter wheat No. 1 or spring wheat rejected? 

Mr. Evans. No, sir. 

Mr. Mann. In your bill you say they would be required. 

Mr. Evans. No^ sir. We have an amendment which relieves that. 
The amendment covers that. 

Now, gentlemen, let us look at it in this way : You know the diffi- 
culty we did have throughout the United States in the matter of 
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negotiable instruments before that excellent legislation went into 
effect — the negotiable-instrument law. It imposed no hardships, and 
it has facilitated banking and facilitated busine&s and, as I think, 
every banker in this House will affre^ with me that it had that effect, 
not with the banks alone, but with the individuals and communities. 

The same question has now come up here in regard to these bills 
of lading. Some of my friends from the South seem to think this is 
a measure in the interest of the banks. It is not so, gentlemen, at all, 
because, you know, ordinarily our interests are a matter of exchange. 
Very often, in the South particularly, we will get a bill of lading 
shipment for 500 bales of cotton, and it will be in our custody only 
three or four days, and it becomes a question of exchange, in some 
instances one-eighth of 1 per cent only, for the collection of the 
drafts. 

We can very easily say : " We are afraid of your bills of lading. 
We will not take them. We will not advance the money. We wiU 
place them on our collection book, and when we get the money we 
will hand it over to you." Suppose the banks of the South say: 
'' We are afraid of that bill of lading? "' It has been tested time and 
time again that when the goods are fraudulently shipped the banks 
have to suffer for it. Suppose we say: " We will give you no credit 
on this bill until it is collected." It does not affect the bank, but it 
affects the town and community and the farmers who have their cot- 
ton to market ; and that is what we are seeking, not to antagonize the 
railroad companies, but to promote safe business. I have not heard 
them express themselves, but I believe they would favor it. We want 
to get a uniform bill of lading, some simple and plain and enforceable 
honest contract that we can rely upon. 

Mr. Burke. In the case of the scrap-iron incident that you pointed 
out would it not be possible for the bank that advanced the money on 
these bills to ascertain whether the bills were spurious? 

Mr. TowxsENi). He said the baijk would have to lose. 

Mr. Evans. Yes; the bank lost, and no question was raised. 

Mr. Burke. It was stated that one reason for this legislation was 
because the goods are delivered and the bill of lading is afterwards 
negotiated. If the bank has any doubt about it, would it be imprac- 
ticable to ascertain without any difficulty that those goods were deliv- 
ered? 

Mr. Evans. You nnist rememl)er the bank had no doubt about it. 

Mr. Burke. If a bank advances money on cotton out in a planta- 
tion, if you advanced money on such cotton, you are not going to 
loan the owner money on that cotton if you have any doubt as to his 
really having it? 

Mr. Evans. Not at all. 

Mr. Bi rke. Then, if you have any doubt about the property hav- 
ing been delivered where there is a bill of lading, is it not practicable 
to ascertain that fact? 

Mr. P^vANs. Yes, sir. 

Mr. Burke. Is not this business done right in the place where the 
shipment is made? 

Mr. Evans. No; it may be done at Charlotte, Charleston, Savan- 
nah, and also at Wilmington. We had one man who shipped about 
18,000,000 pounds of cotton. These bills of lading came from all 
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around there. We can not undertake to ascertain whether those bills 
were regularly issued and the goods started. It is a measure of 
confidence. 

You ask, Is it not the bank's business to be sure that they are deal- 
ing with a reliable man ? It is a reliable man in this matter of cot- 
ton that generally " touches '' the bank. We will handle thousands 
of bales of cotton, and a man goes into speculation and finds some 
bills of lading which the railroad company failed to take up, and as 
a last recourse in his desperation he takes these bills of lading and 
goes to the banker, who has confidence in him and with whom he has 
had dealings before, and he turns theui into the bank and the bank 
pays him the value and loses the money. 

Mr. Burke. If the bill of lading appears to have been altered, 
ought not a bank to be charged with notice of the fact that there 
was an alteration there that might relieve the carrier of liability that 
otherwise he would be responsible for ? 

Mr. Evans. It would do so, except for the fact that for years and 
years they have done nothing else than alter the gre^it majority of 
them. 

Mr. TowNSEND. They have a provision on the back as to that, have 
they not ? 

Mr. Evans. That is right. 

Mr. Townsend. Now, as a railroad man and banker, how would 
this affect carriers? Would it put them to extra expense and loss 
if they were obliged to do business in a business way instead of by 
the methods by which they have been doing it heretofore ? 

Mr. Evans. Not at all. You gentlemen like practical ideas about 
these things, I suppose. I will cite you a case that happened three 
weeks ago, in which a carload of peanuts was shipped by a Wilming- 
ton brokerage concern to a party in Georgia. A man went into a 
bank and got money from the bank, $700, on the bill of lading. The 
goods went there. The goods went direct, and the bill or lading 
with the draft did not get in until the goods had been in town sev- 
eral days. The merchant was very anxious to obtain the peanuts, 
so he went over to the agent and said, " I have not the bill oi lading 
for this carload of peanuts which has arrived, but I am very anxious 
to get the goods, and now let me have them and I will bring the bill 
of lading when the draft comes. I do not know where the draft is. 
It has not come." 

So the peanuts were delivered, and subseouently, in four or five 
days, the draft came in with the bill of lading, and the merchant 
discovered that the peanuts w^ere not satisfactory — w^re not up to 
the grade that he had contracted for; and thereupon he refused to 
paj' the draft, and it came back to Wilmington with the bill of lading 
attached. It was an irresponsible shipper, and the bank had to look 
to that bill of lading for its money. So thev go down to the rail- 
road company and they inquire, and the railroad company reports 
the delivery of the goods, and the bank shows the bill of lading. 
Now, that money, if it has been recovered, has been recovered since 
I came to Washington, and I know that the railroad company had 
declined to pay it over. They say the agent delivered the goods with- 
out authority, and it was not a negotiable bill of lading: and there 
they are. 



46 BILLS OF LADING. 

Mr. Manx. Do you not think the bank was a little negligent to 
loan money in the first place to an irresponsible shipper for peanuts, 
and then wait a week for the bill of lading? 

Mr. Evans. That depends on how quickly the shipper brought the 
bill of lading in. The goods had gone before he drew the draft. 
That was not the bank's lault. 

Mr. Mann. If the shipper brought in the bill of lading four or 
five days after the goods had been shipped — an irresponsible ship- 
per —the bank ought to have made inquiry. 

Mr. Evans. When I said "irresponsible," I did not mean irre- 
sponsible in the sense you understand. The man was a man of 
good character, and was not attempting any sort of fraud, or any- 
thing of that kind. When I say '• irresponsible/' I mean they could 
not have made the money out of him by law. He did not have it. 
He was merely a broker. He was a man of good character, however, 
and of good standing in the community. 

Mr. Stevens. The amendment here would warrant it ? 

Mr. Evans. Not the quality. 

Mr. Stevens. Whether they were good or bad peanuts? 

Mr. Evans. No. The bank would have to look to the shipper for 
the difference. 

Mr. Mann. The bank, having delivered the peanuts without a bill 
of lading, would have to pay the value of the peanuts represented 
by the bill of lading? 

Mr. livANS. Xo. On the amendment which we propose, it says 
that the value of the peanuts when received 

Mr. Mann. That is what I say. The railroad would have to pay 
for the peanuts. 

Mr. Evans. Xot the amount of the draft, but the value of the 
peanuts when received. 

Mr. Mann. A little more than the draft? 

Mr. Evans. More or less than the exact amount. 

Mr. Mann. If it were good banking it would be a little more. 
[Laughter.] 

Mr. Burke. Suppose the peanuts turned out to be bad ? 

Mr. Gaines. I do not suppose you want the railroad company to 
guarantee the amount or qualit}' of stuff shipped ? 

Mr. Evans. Oh, yes. They will not take a carload unless they 
pay by weight. 

Mr. Gaines. I know; but take a man in the lumber business at 
some small station. A box car will be put off, and the owner of 
the lumber and the purchaser will get on that pile of lumber and 
grade it and measure it. Now, the station agent does not stand there 
and watch that, because he could not. He is neither an expert 
grader of lumber nor does he know how to measure it. Of course 
the railroad company knows that the person buying is not going to 
allow for more lumber than goes into the car,'^but if the railroad 
company were responsible for the amount, they would have to have 
their lumber measurer there. The railroad company's agent does not 
measure. 

Mr. Evans. He states so on his bill of lading. 

Mr. Gaines. But he takes, and must take, the measurement of 
these two men. 

Mr. Evans. He checks them. 
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Mr. (jAiNES. The protection of the railroad company is this, that 
the man buying is not going to allow for more than is there, because 
when he gets to the other end he becomes the seller, and somebody 
else is ^oing to check off the amount ; but if the railroad company is 
responsible for the amount that goes in there, they would have to be 
careful to protect that measurement. 

Mr. Evans. I am glad you asked that question, because I am right 
in a section where we are shipping quantities of pine, as you know, 
to Pittsburg and Philadelphia and New York, and the railroad com- 
pany checks up the number of feet in each carload, and they stat^ the 
numlx^r of feet in their bill of lading. 

Mr. (taines. When you say it '' checks up,'' I do not understand it. 

Mr. Evans. They satisfy themselves that it is there. 

Mr. Gaines. Their agent does not measure the lumber. 

Mr. Evans. I think you are mistaken. 

Mr. Gaines. As I understand it, they g:enerally do not, because, as 
a rule, the station agent could not take this measuring scale and go on 
the car and measure it up. 

Mr. Ingle. May I answer that ? 

Mr. Evans. Yes; certainly. 

Mr. Ingle. In glutting carloads of lumber, you understand, Mr. 
Gaines, and in loads of miscellaneous products of one kind and 
another, where the description in a bill of lading is more or less 
indefinite, we must, of course, rely upon our customers' statements, 
and when we are more or less doubtful we will ask them to bring 
their invoices in. We are in their hands to that extent. If they 
bring in a false invoice on a carload of lumber, or a carload of apple 
waste, or odds and ends which are not staples, if you choose, we are in 
their hands. If they misrepresent things to us, all we can recover 
from the railroad is the value of that lumber. That is determinable 
easily enough by testimony between the shipper and the railroads at 
the time of the shipment. Is tha* right? 

Mr. Evans. Yes. 

Mr. Bartlett. You spoke a while ago of a spent bill. Is it not 
a fact if a man comes into a bank with a spent bill of lading that 
you would inquire into that, exercising ordinary care as to its char- 
acter, and inquire why it was not used before? 

Mr. Ingle. We never accept as collateral a bill having the appear- 
ance of a spent bill. But take an altered bill, which may have been 
altered a week or two months, but when brought into us it bears a 
date near the time of presentation 

Mr. Bartlett. Forged ? 

Mr. Ingle. Yes : forged by somebody. 

Mr. Bartleti\ Take a note due day before yesterday, but by some 
means the holder of the note has changed the note so as to make it 
the next week. You think you get a note not due, and therefore 
not subject to the equities between the parties? 

Mr. Ingle. We do not dare to take a note of that kind, because the 
alteration releases the indorsers. But in the case of bills of lading 
the alteration is a common matter and is done deliberately by the 
carriers themselves in many instances, and their own regulations 
provide for such alterations. 

Mr. Evans. Take the towns that handle cotton. Go down to your 
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banks, and I am sure you will find away up into September occa- 
sionally some bills of lading dated July. 

Mr. TowNSEXD. Is there anything further you want to say ? 

Mr. Evans. Nothing, sir. 

Mr. TowNSEND. Then, Mr. Chairman, I will ask Mr^ Aplin to 
speak. Give us your full name. 

Mr. Aplin. My name is F. A. Aplin, of New York. 

The Chair3Iax. Let him proceecl. 

STATEMENT OF MB. F. A. APLIN, OF NEW YORK, VICE-PRESI- 
DENT OF THE J. R. ARMSPY COMPANY. 

Mr. Aplin. I am vice-president of the J. K. Armspy Company, of 
New York. I handle their interests in New York City and that 
territory. 

I had no idea that I would be asked to say anything here, but as 
I happen apparently to represent tw^o interests — we are manufac- 
turers and commission merchants at the same time — the question 
that you have under discussion is of vital importance, in my mind, to 
the general commercial interests of the whole country. There has 
been nothing mentioned except cotton and possibly grain 

Mr. Bartlett. And gopher's peas. [Laughter.] 

Mr. Aplin. I speak particularly in the interest of fruit and salmon 
and the products of California. The source of supply is a long way 
from the markets, and it is almost, I might say, absolutely necessary 
that the system of the bill-of-lading collateral shall be fortified, shall 
be made good. It is almost necessary for the far western shippers to 
be able to finance his business at a critical time, and that is during 
the fall months. We have ample capital to handle the business of a 
large organization for the ordinary daily and monthly wants, but 
during the fall months, when perhaps 80 per cent — I think I do not 
overestimate it when I say 80 per cent — of the capital necessary to 
carry 12,000,000 of shipments that we make comes within ninety 
days, you can readily see that money becomes necessary. 

We take the product from the farmer, from the producer, into our 
manufacturing plant and we immediately prepare it for market. 
\\Tien we move the goods from the factory — this is where w^e are 
manufacturers that I speak of now — we ship to every jobbing point 
in the United States the products of those factories. We stai*t a car 
from San Jose, from Ventura, or San Francisco, or wherever the 
point may be, and we immediately finance it. It would take a larger 
capital than our line of business has to do it otherwise. In a ma- 
jority of cases these sales are made payable on arrival and examina- 
tion at the [)oint of destination. Our bills of lading under the pres- 
ent system of the railroads are accepted without question. 

The Chairman. That is, by the local bankers? 

Mr. Aplin. Yes; by the local bankers. They accept our bills of 
lading very largely with the understanding or fact attached that it 
is single-name paper, as you may say. We mdorse them. Our goods 
start and go all along the line tlirough to New York State and every 
State in the Union. On arrival at destination the bank at that point 
generally holds the paper, it having gone through the channels and 
reached it. We fincf in a majority of cases that our drafts are paid 
with the bill of lading attached, and the goods are delivered upon 
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presentation of the bill of lading. But in many instances the goods 
are delivered without the bill of lading 

Mr. PiERSON. By the railroads? 

Mr. Aplin. Yes; during the three rush months, the fall months. 
I presume that during that period I have had ten bills of lading 
returned to my office as not having been surrendered to the railroads, 
and had I been disposed I could have cashed to my friend, Mr. 
Pierson, the banker, those bills, and he would very readily hav6 
given me the value of them in money. 

I want to emphasize the point that has been raised here, can busi- 
ness be done without a banker? I do not believe that it can. 

The Chairman. Allow me to ask you right there, if it will not 
interrupt you 

Mr. Aplin. Yes- 



The Chairman. What was the condition as to those ten bills of 
lading returned to you ? 

Mr. Aplin. The goods had been delivered to the point of destina- 
tion, and the bills of lading had not been asked for. 

The Chairman. They were returned by the bank? 

Mr. Aplin. Yes ; they were returned by the bank to us. 

The Chairman, ^^^lat had become of the draft accompanying that 
bill of lading? 

Mr. Aplin. That had been paid in every instance, I think. 

The Chairman. What was the result of that transaction between 
that bank and the person who received that property ? 

Mr. Aplin. I was going to answer that that was not easy for me to 
answer, because in the majority of cases those bills of lading originate 
at our San Francisco end. W e have sought for years to make the bill 
of lading a valuable collateral. 

The Chairman. Was there any indorsement on that bill of lading 
when it was returned to you ? 

Mr. Aplin. None. 

The Chairman. None at all ? 

Mr. Aplin. None at all. 

The Chairman. Nothing to indicate that it had been in any other 
hands 

Mr. Aplin. No, sir. 

The Chairman (continuing). Than the gentleman's to whom you 
delivered it? 

Mr. Aplin. No, sir. 

The Chairman. Was it returned to you through that bank? 

Mr. Aplin. I would not answer that question ; I could not answer 
that question; I could not answer that question definitely; no, sir. 
I have a case in point at Elmira, N. Y., that will illustrate that. It 
will not illustrate that point exactly. We shipped a car of goods to 
a reputable firm there, and they were not shipped exactly as ordered. 
I was asked to adjust the question, and before 1 could adjust it really 
we found that the goods had been delivered ; the draft had been paid. 
The bill of lading had not been surrendered; and that went on for 
about sixty days, if I remember it right, when the man finally took 
the paper up, and I presume surrendered the bill of lading. 

Mr. Stevens. As I understand, when the bill of lading is not sur- 
rendered it is because the shipper wants the goods at his own time and 
in his own time, and the railroad company is complacent about it? 

BL— 06 4 
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Mr. Aplin. That is right, sir. 

Mr. Stev]?:n8. How much inconvenience would be caused to the trade 
in various portions of the United States by stopping that practice en- 
tirely? 

Mr. Aplix. None ; none. 

Mr. Stevens. And rec^uiring the surrendering of the bill of lading 
in order to secure the delivery of the goods. In the case of perishable 
goods, such as fruit and berries ana things of that kind, would it 
cause any inconvenience ? 

Mr. Aj>lin. I do not understand how they handle fresh fruits at 
all. In our business there would be no inconvenience at all, because 
our business is naturally along the draft line entirely. 

Mr. Stevens. And the bill of lading could be required to be sur- 
rendered without any inconvenience? 

Mr. Aplin. The bill of lading could be required to be surrendered 
without any inconvenience — none whatever. 

The Chairman. Suppose the consignmenfwas of perishable goods, 
such as fruit, and the bill should be lost in the mail : would there not 
be inconvenience then ? 

Mr. Aplin. We had that question. I think the purchaser would 
immediately issue a bond of indemnity, and that would protect his 
interests. 

The Chairman. Could that be done if the law prohibited the sur- 
render of the goods without the surrender of the bill of lading? 

Mr. Aplin. That is a point of law that I can not discuss. 

Mr. Stevens. It is something that ought to be discussed 'i 

Mr. Aplin. Yes, sir ; but I am not competent to discuss it. 

Mr. Bartlett. Do you not think in case of a bill of lading that 
would cause anything to be delivered at any distance, that if you 
would wire the railroad authorities that a certain carload of goods 
mentioned in that bill of lading was your property and had been 
transferred to you, and the railroad, in spite of that notice, were to 
deliver it to the persons, there would be some liabilit}^ on the rail- 
road without the bill of lading? 

Mr. Aplin. I should think so. 

Mr. Bartlett. Yes. 

Mr. Aplin. I should think so. The question was also up for dis- 
cussion here a moment a^o as to the responsibility of the agent, and as 
to the count that goes into the car. We frequently have bills of 
lading that read, across their face, " shipper's count." We have never 
had any trouble on that with the banks at all. I think out of more 
than 300 cars that I have handled through my office this past season 
not one single car has been short in count. Every car has been 
counted — so many bags, so many boxes, so many cases of this, that, 
and the other. I think, without a single exception, the count has been 
correct. At the time of delivery they sometimes report a short case 
or two, but before they make their payment of the claim, which we 
immediately put in upon it, they find what is missing. 

Mr. Mann. Does the railway company always make a count? 

Mr. Aplin. I do not think so. 

Mr. Stevens. At the time you ship the goods? 

Mr. Aplin. No, sir; I do not think so. They take our count. I 
think they take our count. 
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Mr. Stevens. Your freight is paid by weight, is it not? 

Mr. Aplin. Yes, sir. 

Mr. Stevens. It is not paid by count? 

Mr. Aplin. No, sir; not by count. 

Mr. Stevens. And the weight is noted on the bill ? 

Mr. Aplin. As a rule; yes, sir. 

Mr. Mann. How does the bill of lading read — a carload ? 

Mr. Aplin. Five hundred cases, or 1,000 cases, and so on. 

Mr. Mann. Under this bill the railroad company would be required 
to count these cases as they went in the car? 

Mr. Aplin. I should say not. I am not sure about that. 

Mr. Mann. They woula be liable 

Mr. BARTLETr. If they did not count it? 

Mr. Mann. They would be obliged to count it or take your word 
for it. 

Mr. Aplin. Yes ; the same as they do now. 

Mr. Mann. But there might be some one else whose word would 
not be good, so that in practice, to save themselves, they would have 
to make a count? 

Mr. Aplin. Yes, sir. 

Mr. Mann. Would that interfere in any way with the handling of 
goods and loading the cars ? 

Mr. Aplin. Xot in my judgment. 

Mr. Mann. They would have to be present when the cars were un- 
loaded also. 

Mr. Aplin. They always take the receipts for count — almost 
always. 

Mr. Mann. They take the statement of the consignee? 

Mr. Aplin. Yes. 

Mr. Mann. But if they are responsible for the number of cases, 
they would have to count them in and count them out. 

Mr. Aplin. That is their system. 

Mr. TowNSEND. That is the way they do now ? 

Mr. Mann. He says that is the way they do in his case. 

Mr. Aplin. No, sir; I say that frequently the cars are taken and 
the bills of lading read " shipper's count," and I have no doubt that 
frequently cars are loaded where the actual count is not taken by an 
employee of the railroad company. 

Mr. Mann. Do you load on side tracks of your own ? 

Mr. Aplin. Yes; in many instances; and in other instances we 
load on other tracks. 

Mr. Mann. I mean side tracks of your own? 

Mr. Aplin. You mean side tracks up to the factory ? 

Mr. Mann. Yes. 

Mr. Aplin. A spur? 

Mr. Mann. Yes. 

Mr. Aplin. Yes, sir. Just one more point, and that is this, that if 
it helps the people to move their goods, making a bill of lading that 
is without question, then every bank will be eager and looking for 
that sort of security. As it is, we have more or less a monopoly. 
There are only some banks that want these things. .And I have been 
declined by banks in New York City, who positively will not accept 
the present style of bill of lading as collateral. 
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STATEMENT OF MR. CHARLES CORBY, OF NEW YORK CITY, N. Y., 
IN THE WHOLESALE COMMISSION BUSINESS. 

Mr. Corby. Mr. Chairman and gentlemen of the committee, I do 
not know that there is anything that I can add to what has been said 
before by those who have preceded me. It looks to me as though 
this is very largely a matter of law, so far as the bill of lading is con- 
cerned. I have been identified with the shipping business for a num- 
ber of years^ on the Atlantic seaboard and in Chicago and on the 
Pacific coast.' 

I realize just as fully as any man engaged in business can that the 
business of this country — and particularly of the West, and possibly 
of the South — could not be conducted properly if the people who 
raised the products did not have the facilities aflforded them by banks 
of raising money on bills of lading. It looks to me as though it was 
a question of one thing. The railroads as now constituted issue two 
bills of lading — what is known as a straight bill of lading, for which 
the railroad assumes no responsibility other than the fact that it 
takes the goods to transport them to a certain point and deliver them 
upon the payment of charges to the consignee — on the other hand, 
they issue what is known as an order bill of lading. In other words, 
the shipper takes the bill of lading to the order of himself and notifies 
the consignee. When that shipment arrives at its destination the 
railroad company is supposed under that order bill of lading not to 
make any delivery of the property contained therein except upon the 
presentation and surrender of that bill of lading. 

Mr. Bartlett. That is the obligation, is it not ? 

Mr. Corby. Yes, sir. Now, it seems to me, so far as crystalizing 
that into law is concerned, that there is no reason why there shoula 
not, in the interests of business, be a national law enacted that would 
not work a hardship to the railroad companies, but would be a certain 
source of safety to those who are lending money against the products 
of the land. 

There is no doubt of one thing. There is a deep-seated feeling of 
distrust in the community, arising out of the fact that a number of 
the States have construed the statutes now existing differently. I 
remember a case in point, a number of years ago, where goods were 
shipped to order, ana the parties were notified, in the city of Chicago, 
ana they were in very good standing at the time, and they had a bond 
with . the Rock Island Railroad. The goods came to hand in due 
course, and instead of taking up these bills of lading they delivered the 
goods under the bond. The parties afterwards hypothecated the bills 
of lading and raised money on them, and the railroad company was 
sued, and a judgment given against the railroad company. 

On the other hand, the same transaction has occurred in other 
States where a different construction has been put upon it. There 
seems to be a crying need of some legislation on the part of the 
National Legislatiire, so that all would be safeguarded. The railroad 
companies are now making fish of one and flevsh of another; or, in 
other words, they are issuing an order bill of lading which distinctly 
states that the goods under that bill of lading shall only be delivered 
upon presentation and surrender of the bill of lading, and in a num- 
ber 01 cases they have running accounts with parties to whom they 
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deliver those goods without the surrender of the bill of lading, thereby 
doing injustice to the shippers and rendering themselves liable to 
action, and at the same time placing the shipper in a position where 
it seems to me he is compelled, to obtain his rights, to enter suit. 

Mr. Stevens. Is not that the same with everybody as to rights ; you 
have to go to the courts to enforce them ? 

Mr. Cx)RBY. Yes; I understand that, but if there was a national 
law it would obviate a number of difficulties that they are working 
. under now. 

Mr. Stevens. Is not the discrimination between the State and its 
laws rather than a.s to the railroad companv ? That is, Illinois would 
enforce that obligation and New York would not ? 

Mr. Corby. I do not know as to that. 

Mr. Barti.ett. If the courts of the United States had a different 
rule about that it would prevent the shipper, in case the amount 
was insufficient, from ijoing into the United States court to collect his 
debt from the railroao? 

Mr. Corby. Xo, sir. 

Mr. Bartlett. As I understand it, the Supreme Court of the 
United States has decided in a number of cases that a bill of lading 
transfers title to the property, and must be delivered to the person 
who is entitled to the property. 

Mr. Mann. Might not the power of the railway company, now, 
to issue or not to issue a negotiable bill of lading, make quite a differ- 
ence as a preference given to one shipper as over another? 

Mr. Corby. No; I think not. Anyone can now get an order bill 
of lading by asking for it. 

Mr. Mann. The railroad companv makes no distinction about it 
at all? 

Mr. Corby. Not that I know of. I have been in business on the 
coast, a rather large concern, where we ship, probably, up to a thou- 
sand carloads a year, and never in any instance was there a refusal 
on the part of the railroad company to issue a bill of lading — an order 
bill of lading. 

Mr. Stevens. Might not the willinmess of a railroad company to 
deliver carloads without a bill of lading to one and not to another 
be a preference ? 

Mr. Bartlett. A discrimination? 

Mr. Stevens. Yes; a discrimination. 

Mr. Corby. If a railroad company issues an order bill of lading, 
they have no right to deliver those goods without the surrender of 
the' bill of lading. 

Mr. Stevens. But you say they do ? 

Mr. Corby. Yes, sir. 

Mr. Stevens. You say they have a list of people with whom they 
run accounts? 

Mr. Corby. All the railroads in large places have a credit list, upon 
ivhich those who are in good standing are placed. 

Mr. Stevens. Can those on the credit fist obtain the delivery of 
goods without the surrender of the bill of lading? 

Mr. Corby. I do not know as to that. 

Mr. Mann. The railroad company now issues an order bill of lad- 
ing to anybody who asks for it, and marks on it '' nonnegotiable ? " 

Mr. Corby. Yes, sir. 
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Mr. Mann. The bankers say that affects the value of the bill of 
lading as a collateral security. 

Mr. Corby. There is no question about that. 

Mr. Mann, A shipper who can get a negotiable bill of lading has 
some advantage over one who can not get sucli a bill, has he not? 

Mr. Corby. As I understand it, he can not get a negotiable bill of 
lading. 

Mr. Mann. You say they can not; they do not? 

Mr, Corby. No, sir; they do not. 

Mr. Mann. But if the railroad company desires to give a prefer- 
ence to A in a town over B in that town, both men dealing in the 
same article. Heretofore they have given that preference by rebates 
or some other preferences of that sort. Now, that being forbidden 
by law, can they not give a negotiable bill of lading to A and refuse 
to give a negotiable bill of ladnig to B, and thereby give A a prefer- 
ence over B? 

Mr. Corby. I suppose they could. 

Mr. Mann. If they could, then it is covered by the Hepburn bill, 
under which the Interstate Commerce Commission will regulate it 
when it becomes a law. 

Mr. Corby. That would be a legal point. I do not know of any in- 
stance where that has occurred. 

Mr. Mann. It may not have occurred, but it might easily occur. 

Mr. Corby. There was something said about the checking of goods 
on the part of railroad companies. My experience has led me to be- 
lieve that they check everything. You take all those points on the 
Pacific coast and on the British Columbia lines, and at the small 
stations where the lumber is shipped from, all those cars are checked; 
so that the railroad company has surrounded itself with every safe- 
guard and is responsible for shortages, unless they issue a " shipper's 
count " bill of lading, w^hich relieves the railroad company from any 
I'esponsibility as to quantity. 

On the otiier hand, if it is a regular bill of lading and they take 
a receipt for 500 cases of canned fruit or 500 cases of salmon or 500 
bags oi beans, they are supposed to deliver the quantity specified and 
the quality called for in that bill of lading, and in case of their failure 
to do so at the arrival of the goods there is a claim made against the 
railroad company, and if it can be proven that those goods were lost 
in transit the carrier is responsible. 

Mr. Bartlett. All you have to do is to show the bill of lading, that 
the specified amount of the salmon or the beans is named, and the 
railroad company would have to say that they did not receive 
them 

Mr. Corby. The statement has been made that they did not check 
into the cars. As a matter of fact, in my experience the railroad 
companies always check into the cai^s, even cars of assorted freight. 
On the Pacific coast — I have more intimate knowledge of that than 
anywhere else — ^they check everything, even in making up assorted 
cars. They place tKese goods in certain parts of the warehouses, and 
check into the cars, and take the checker s receipt before the waybill 
is made up. 
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Mr. Stevens. Do you know anything about the handling of perish-* 
able goods, fruit and berries and things like that? 

Mr. Corby. Only in a general wav. 

Mr. Stevens. As to the practicability of requiring the surrender 
of bills of lading when those goods are received ? 

Mr. Corby. I have no knowledge of the perishable-goods business 
at all. I do not know that there is anything further I can say, ex- 
cept that I believe it is in the interests of me business community, 
•as it so largely depends for the moving of the products on the assist- 
ance of the banks, that there should be a bill framed to meet the 
present demands, and I believe such a bill could be framed, and I do 
not believe as a matter of fact the railroad companies would object 
to it, as they are now issuing a bill of lading similar to that called 
for. 

Mr. Stevens. They do not make any extra charge where an order 
bill of lading is issued ? 

Mr. Corby. No, sir; the rate is the same. The bill of lading has 
nothing to do with that. 

Mr. Gaines. Has this whole subject-matter been submitted to any 
of the railroad people ? 

Mr. Corby. I do not know. 

Mr. Bartlett. Just one other question. If a bill should simply 
provide that all bills of lading issued for the transportation of inter- 
state freight, or whatever it is, should be negotiable, notwithstanding 
any words on the face of the bill of lading to the contrary, would 
not that answer your demands ? 

Mr. Corby. I do not quite grasp that. 

Mr. Bartlett. I say if this bul or any bill like it should simply 
provide that all bills of lading hereafter issued by a railroad com- 
pany which should issue bills of lading for the transportation of 
freight in the interstate business should be negotiable, notwithstand- 
ing any words to the contrary in any such bin of lading, would not 
that answer your purpose? 

Mr. Corby. I do not know. I think some of the bankers might an- 
swer on that. 

Mr. Paton. The trouble is that with such a law as that we would 
have too many conflicting decisions in the courts of the different 
States. 

Mr. TowNSEND. I am informed that certain repi'esentatives of the 
railroads and of the shippers have been discussing this (juestion 
to-day and have talked with certain of the bankers here, recogniz- 
ing, as I think they all do, the fact that it is to their interest to get 
together if they can, and they have agreed that there should be a de- 
lay, and that they should get together, possibly, and frame it up and 
make some amendments to this bill, or make a new bill that would 
be satisfactory to all interests concerned. They have asked that this 
matter be jDostponed for a sufficient length of time for them to get 
together and talk it over and see if they can agree on the prepara- 
tion of a bill that would be satisfactory to them and also satisfactory 
to us, when it is brought here, so that if we could take an adjourn- 
ment of this matter, say, for two weeks, they would have time to 
complete the negotiations with the shippers and the railroads. 
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STATEMENT OF ME. B. D. CALDWELL, VICE-PEESIBENT OF THE 
DELAWAEE, LACKAWANNA AND WESTEEN EAILEOAD COM- 
PANY. 

Mr. Caij)well. In my official capacity as representing the rail- 
roads, Mr. Chairman, and as acting chairman of the bill of lading 
committee, in the absence of the chairman, who is ill 

Mr. TowNSEND. That is the official classification ? 

Mr. Caldwell. Yes, sir; the bill of lading committee of the official 
classification territory. Briefly, for a good while the railroad com- 
panies and the shippers have felt that changes could be made in the 
bill of lading to the advantage of both parties. 

For eighteen months a committee of representative shippers, at 
their instance and on the advice and recommendation of tne inter- 
state-commerce committee, have been in conference with the bill of 
lading committee, trying to make such changes in the bill of lading 
as would meet the interests of the shippers and the railroads. It is 
perfectly clear that the time has come m the tremendous increase in 
the business of this country to make some changes, and the railroad 
companies recognize that, and in their negotiations with the com- 
mittee of shippers they made a great many concessions to the ship- 
pers' wishes. About two weeks ago a meeting was held between those 
two committees at which there was almost an agreement reached. 

Another meeting is to be held within two weeks, at which undoubt- 
edly an agreement will be reached, or there will be a failure to agree. 
About three months ago the bankers' committee — possibly longer 
than that — was formed, as I understand it, after they found that the 
committee of shippers were negotiating with the railroads. They 
asked to be permitted to be made a party to those ne^tiations. The 
shippers' committee in the origin of the negotiations insisted that no 
others should be admitted, on the ground that they had taken the 
matter up and desired to deal with it, and it is manifest (at least thej 
had so represented), had representatives of all the bodies in this 
country b^n admitted it would have become a town meeting. 

The railroad companies at that time felt that it would have been 
wise at that time to have had representatives from the other bodies, 
especially the bankers. But the shippers' committee thoug-ht that it 
was inadvisable. For that reason, when the bankers' committee came 
askirfg to be admitted it was found impossible to admit them. Not- 
withstanding that, they called a meeting at Lakewood, where we were 
in conference with others, and the conditions of courtesy were such 
that we did meet them informally and discussed these matters with 
them. We stated that we wei-e in accord with their contentions, sub- 
stantially ; that there should be made a change as to the order bill of 
lading, but that we were not in condition to definitely enter into rela- 
tions with them, because we were under obligations to the shippers, 
and as soon as our negotiations with them were concluded either 
favorably or otherwise, we would be very glad to meet them, in the 
hope of reaching an agreement. 

Notwithstanding that, the bankers came to us some weeks ago stat- 
ing that they had a bill which they proposed to introduce in Congress, 
and unless we could at that time enter into an agreement as a com- 
mittee with them, they would proceed to do so. AVe restated our 
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position, and stated that it was unfair for them to follow that course 
of procedure ; that it was precipitate and unwise, and would not ac- 
complish such a good result as if we entered into negotiations, our 
belief being that we could reach an agreement. 

Now, the present situation is this: At the end of two weeks, either 
on April 4 or on April 7, there is to be another meeting of the ship- 
pers. As I have stated, that will probably mean an agreement. 

That agreement will simply mean that our committee on the bill 
of lading will make recommendations to the railroads, who will make 
recommendations to their principals — the various bodies whom they 
represent. It is the purpose of the railroad companies — and we have 
so stated to the bankers — ^that if this agreement is reached at this 
meeting we will say to the shippers that we deem it of the utmost 
importance that we shall be then in a position to' confer with the 
bankers, in the hope of reaching an unaei'standing that will bring 
about a situation whereby we can come to Congress all together and 
ask Congre&s to enact some legislation which will give us some ground 
under our feet, as against the discrepancies that exist to-day in the 
different State legislation. 

Our feeling is that the bankers have l^een precipitate in coming to 
you in this matter, and our suggestion to them this morning was that 
we thought it would be wise — that we thought they had proceeded in 
this hearing in good faith with yoii — that we might postpone these 
proceedings, so that we might be in a position to deal with them in 
the open and without feeling and without bias, our feeling being that 
it would hardl^v be possible for them to deal with them by negotia- 
tion and the right result be reached if they were in the position of 
demanding of Congress legislation on certain lines, and holding that 
over our heads and saying: " You must come to this." 

Our interest in this matter is probably greater than that of the 
bankers. The changes of the bill of lading which will be brought 
about if we succeed in our negotiations with the shippers are a thou- 
sandfold more important than these (juestions which are brought up 
by the bankers, because they have to deal with the question of lia- 
bility. They have to deal with the questions of prompt payment of 
claims of the shippers, questions which you know — especially that of 
liability — are very much deeper seated and much more important in 
their effect upon the shippers of this country than this question. 

Our feeling is, again speaking frankly, that in a general way the 
bankers themselves are responsime for the conditions that exist to-day 
with 'respect to their losses, in that their loans have been made to 
their patrons on the personality of the patron rather than upon 
merit of the guaranty that they have as to the property; and to a 
certain extent the bankers are responsible for the fact that these bills 
of lading have become accepted with more or less changes made in 
them. Most of the bills of lading are made out by the snipper, who 
brings them to the agent to sign. Most of the changes are made by 
the Slipper, and, as a matter of fact, some of the banks — ^some have 
not — ^have been taking these bills of lading and taking their chances. 
Undoubtedly there have been some losses, but I think if you got the 
facts you would find that it had been a very small per cent. 

Now, we would like to help them so that they would not have any 
losses. We would like to do all that we can, because we are interested 
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in promoting in every way the commercial development of the comi- 
try. It is our bread and meat. I think in a general way that states 
the case from our standpoint, Mr. Chairman. 

Mr. Mann. What is the shippers' committee? 

Mr. Caldwell. It is a self -constituted committee^ whose attorney 
is Levy Maher, of Chicago, who took up this question about a year 
and a half ago. 

Mr. Mann. That was at the time you were going to put a uniform 
bill of lading forward? 

Mr. Caldwell. At the time there was a change in the classification. 
They raised the question as to these two sets of receipts, the shipper's 
risk, and other points, and they went to the Interstate Commerce 
Commission protesting against the issuance of this classification. 
That resulted in a hearing oefore the Commission, and a recommenda- 
tion of the Commission tliat the best way to get results would be for 
the shippers and the carriers to get together and see if they could not 
work this matter out. The shippers committee, although self-con- 
stituted, is a very representative one. I think a member of this body, 
Hon. Martin B. Madden, is a member of it, and I am very happy to 
say that they have all through conducted the meetings rather in the 
interest of the shippers than m their own interests. 

Mr. Mann. The shippers' committee, drawn together at the invita- 
tion of the Illinois Manufacturers' Association, embraces the shippers' 
associations throughout the country? 

Mr. Caldwell. That is right. 

Mr. Mann. And you think you will be able to come to an agree- 
ment ? 

Mr. Caldwell. AVell, I would say 

Mr. Mann. I do not want to bind you by any statement. 

Mr. Caldwell. I think it would be fair to put it just as I have — 
that, in our opinion, we will at Our next meeting either reach an 
agreement, to which we are exceedingly close, or else a failure to 
reach an agreement. 

Mr. Mann. The current newspapers stated the other day that you 
had reached an agreement upon .everything but one point. 

Mr. Caldwell. That is substantially true. There ate 12 points 
covered in the bill of lading, and I think on 10 of them there is an 
agreement, and there is substantially only one point upon which an 
agreement has not been reached. 

Mr. Stevens. If no agreement is reached between the railroads and, 
the shippers' committee, you would wish to be heard in respect to this 
matter when it is taken up again? 

Mr. Caij>well, We assume that you would give us an opporturiitV 
to be heard. We do not ask that now. Our suggestion to the baiik- 
ers was that as soon as we were free from our present obligation to 
the shippers we would proceed with these negotiations and take up 
the bankers' or any other question as to the bill of lading. If we' 
come to an agreement with the shippers there is no question we will 
be glad to deal with the bankers immediately. If we deal with the 
shippers there is no reason why we should not, then, so far as the 
bankers are concerned, enter into negotiations which we hope will 
adjust these matters. 

Mr. Mann. If you fail with the shippers, do you not think you 
will have a hearing here on that subject? 
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Mr. Caldwell. Well, I do not know. I think probably tlie ship- 
pers, having put their hand to the plow in this matter, will probably 
feel that in some fair, wise way they ought to try to reach a con- 
clusion as to this bill-of -lading matter. 

Mr. Mann. If they come to a conclusion with you they probably 
would want to come to Congress? 

Mr. Caldwell. I think perhaps you gentlemen are as well able to 
answer that question as I am. 

Mr. TowNSEND. We will not put this matter off indefinitely. It 
will be called up again 

The Chairman. I thought probably there were gentlemen present 
here on behalf of the bankers who might want to be heard now, who 
would want to go away. We might hear them to-morrow, just to 
suit their convenience, and then postpone further hearings on the 
subject until some such time as we could hear from this probable 
agreement. 

Mr. Caldwell. Let me state once more our a(ttitude as to the biU 
of lading. We think that we ought to be in a position in dealing 
with the bankers' committee to deal in an absolutely unprejudiced 
way, and our feeling is that until we should be in a position to do 
that we should suspend these proceedings. 

As I understand it, this is a committee hearing, and the bill has not 
been reported, and this is simply a suggestion, and if in a reasonable 
time we should fail to make progress m our negotiations the shippers 
would come right back to you. 

Mr. Ryan. I am in receipt of a telegram from the president of 
the Chamber of Commerce of Buffalo, who desires also to be heard. 

STATEMEKT OF ME. LOTHB E. PEARSON. PEEBIDENT OF THE NEW 
TOEK NATIONAL EXCHANGE BANK. 

Mr. Pearson. Mr. Chairman, I just simply wish to say a word, and 
that is to the effect that the bankers at no stage of the negotiations, 
or attempted negotiations, with the railroads have had in mind asking 
from them anything which would in any way be construed by any- 
body as being unfair. We even sent to them copies of our proposed 
bill in advance, inviting their comments, some few weeks ago. 

In answer to the point that we have been rather hasty in our action, 
I would say that it is only within the last two or three days that we 
have had irom them suggestions along their own lines which, we 
believe, it is fair to give to them, looking at it from their standpoint. 

Gentlemen, we want to get this thing solved, and we wish to get 
it solved just as soon as possible. We are pertectly willing to wait 
any reasonable length of time in an endeavor to have the three inter- 
ests get together on a proper basis ; and I wish to say that it will be 
entirely agreeable to our committee to have this hearing postponed 
until that opportunity is presented. 

ADDITIONAL STATEMENT OF ME. WILLIAM INOLE. 

Mr. Ingle. If you will permit me, Mr. Chairman, I hope I may 
say this, Mr. Pearson, some railroad people — evidently personally — 
have expressed themselves as being in entire accord with the par- 
ticular purpose we expect to serve in this bill. We have a very strong 
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letter from the president of one of the most powerful and widely 
known railroads of the country, stating that, with the exception of 
clause 5 — which we have asked to be withdrawn — ^it is in entire sym- 
pathy with the provisions of the bilL That does not possibly mean — 
although he does not so state — ^that he would not possibly prefer that 
these remaining sections should be whipped around into a little more 
clean-cut shape. But that is a widespread sentiment among the rail- 
road people tnemselves. that they are ready for some measure of this 
sort 

Mr. Ryan. It is very probable that you will get together? 

Mr. Ingle. Yes, sir; we hope so very much. That has be^i our 
one aim, to get together, for the last three or four months. 

The Chairman. Mr. Paton, I suggested to you that we would, at 
your convenience, have a meeting to-morrow. 

Mr. Paton. Yes, sir. 

The Chairman. Do you wish us to carry out that promise? 

Mr. Paton. No, sir; I am subject to the will of the committee 
of bankers. I understand now that the thin^ will be postponed, if 
it is agreeable to this committee, until the various interests have had 
an opportunity to confer. 

The Chairman. Then I would suggest to the committee that we 
do not postpone this indefinitely, but to a fixed day, say, four weeks 
from to-day, and make this a special order four weeks from to-day. 
Without objection, that will be the order. 

(There was no objection.) 

(Thereupon the committee adjourned.) 
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